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Community colleges continue to play a vital role in the higher education
system. However, the institutions’ commitment to open access has been problematic
for leaders as enrollments continue to increase, but the institutions’ ability to maintain
their services and remain committed to their mission has been decreased. With regard
to state funding for education, community colleges generally exist as the least funded
entity. Most states place a clear emphasis on financial support for K-12 institutions,
often viewing institutions of higher learning as secondary in the funding process. The
purpose of this study was to examine community college funding trends in other
southern states in an effort to discover advantages associated with a stable funding
process in Mississippi.
The researcher used a finance survey to survey fifteen southern states in
February 2008. Thirteen of the states returned a completed survey, with South

Carolina and West Virginia declining participation. Results of the survey yielded
several interesting findings. First, with the exception of Alabama, all of the surveyed
states reported the utilization of funding formulas in the appropriation process to a
certain degree. Second, the concept of community college governance is being
actively explored by states that participated in this study. Finally, tuition and fees
continue to rise among community colleges in the surveyed states, which undermines
the institutions’ ability to maintain their open-door policies.
Several recommendations were also made as a result of this study. First, the
State of Mississippi should reconsider how its public community colleges are
governed. Second, the state’s community college leaders should continue to press for
full funding of the Mid-Level Funding Bill. Third, leaders should conduct periodic
surveys of peer institutions in other SREB states. Fourth, leaders should continue to
develop community college alumni associations and foundations. Finally, leaders
should increase awareness of the state’s community and junior colleges.
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CHAPTER I
NATURE AND SCOPE OF THE STUDY
Introduction and Background
Community colleges continue to play a vital role in the higher education
system. If not for the community college, many people would not have access to
higher education in this country (Vaughn, 2000). This commitment to open access
may exist as the community college’s greatest asset; however, the commitment has
also been problematic for leaders as open admissions policies have increased
enrollment, but decreased the institutions’ ability to maintain its services and remain
committed to its mission. According to the American Council on Education’s Center
for Policy Analysis, the number of students enrolling in the community college
system increased 14 percent between 1989 and 1999, as opposed to only 9 percent for
four-year institutions during the same time period (American Council on Education,
2004). At the same time, community colleges exist as the least funded educational
entities in most states. Even when state funding has been cut for community colleges,
the institutions remain committed to their open-door policies. Community colleges
have remained true to their open-door policies despite a long history of insufficient
support from the public sector.
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The federal government largely ignored the community college “movement”
in its initial stages. Many state governments opposed the creation of community
colleges within their borders, viewing the institutions as a threat to funding to existing
four-year colleges and universities. Pedersen (2005) provides two examples of states
(Ohio and Illinois) prohibiting the opening of public junior colleges “despite
widespread local interest” (Pedersen, p. 10). Despite this lack of support, community
colleges developed their missions and became integral to higher education.
Nevertheless, larger enrollments mean that community colleges are forced to offer
larger class sizes and sometimes less-expensive programs. At times, community
colleges are forced to eliminate more expensive programs that may benefit their
particular district in a certain area.
In addition, funding methods for community colleges are often difficult to
develop and effectively administer. “There is no single model to finance them
(community colleges) nor is there a single governance model that is readily
understood by the public” (Paulsen & Smart, 2001, p. 491). Community colleges are
primarily funded through state, federal and local revenues, tuition and fees, and nontraditional “support.” Vaughn states that on a national basis community colleges
receive approximately 39% state funding, 18% local funding, 20% from tuition and
fees, with the remainder of funding received from federal grants and other
miscellaneous sources (Vaughn, 2000).
With regard to state funding for education, community colleges generally
exist as the least funded entity. Most states place a clear emphasis on public
education, often viewing institutions of higher learning as secondary in the funding
-2-

process. In Mississippi, for example, the public school system received 74% of the
total general fund distribution to education in fiscal year 2007, compared to 20.2% for
universities and only 5.8% for community colleges (Mississippi State Board for
Community and Junior Colleges, Mid-Level Funding Report Request, 2006). In
addition, SBCJC indicates that since FY 2000, direct funding for the state’s
community colleges has been reduced 3.6%, compared to increases of 9% for
universities and almost 41% for public education (page 1). In addition, when states
allocate funds based on enrollment, public K-12 school systems will inherently
receive the largest amount of state funding, which furthers the need for a more
equitable funding process for community colleges.
Federal funding often comes in the form of educational grants intended to
support an area of the community college’s mission, including the funding of a
particular academic program or to assist with infrastructure. According to Paulsen
and Smart (2001), direct federal support for community colleges’ operating expenses
is rare. In addition, since most community colleges fail to compete directly for
federal research funding, direct federal outlays are almost a complete non-issue in
their funding structure (Paulsen & Smart). Historically speaking, Paulsen and Smart
state that the proportion of federal grants and contract revenue decreased from 1976
to 1996, which placed additional strain on attempts to supplement other revenue
sources. In short, federal support has remained stable at about 5% of total
institutional revenue for public community colleges over the past twenty years
(Paulsen & Smart).

-3-

Local funding for community colleges varies widely not only among states,
but among individual institutions as well. According to Paulsen and Smart (2001)
twenty-six states support their respective community colleges through local tax
appropriations. The authors also note that local appropriations have decreased by 4.3
percent over the past two decades as it relates to total revenues available to
institutions (Paulsen & Smart). The State of Mississippi allows county boards of
supervisors to leverage a minimum of one mill and a maximum of 3 mills for
maintenance and support (Mississippi Code, Title 37, Chapter 29). Consequently,
Mississippi community colleges are allowed a minimum of two mills and a maximum
of six mills of support, with one notable exception, Mississippi Gulf Coast
Community College, which receives four mills for maintenance and three mills for
capital improvements, for a total support of 7 mills.
The importance of stabilized funding for community colleges is certainly
evident in related research. A recent study of community college funding models in
the Midwest describes the necessity of funding institutions through sources other than
tuition and fees (Kenton, Carol, Schuh, Huba, & Shelley, 2004, p. 1). The authors of
this study also point to research conducted by Stringer, Cunningham, Merisotis,
Wellman, and O’Brien (1999) which argues that “enrollment tends to drop when
tuition and fees increase” (p. 2). In addition, Stringer et al. point to a 0.5% to 1.0%
decrease in college enrollment for every $100 increase in tuition. In other words, the
open-door admissions policies of community colleges are inherently threatened when
institutions rely on unstable funding practices.

-4-

Although it is clear that the majority of the literature supports consistent,
stable funding, it should also be noted that some researchers continue to advocate
tuition increases as a technique utilized to stabilize community college budgets,
especially in difficult economic periods. Romano points to data from California and
North Carolina that illustrates the reduction of course offerings when reduced state
funding occurs. At the same time, community colleges in New York, also during an
economic downturn, were able to increase course offerings because of increased
tuition (Romano, 2005, p. 40). Consequently, Romano argues that increased tuition
and need based aid, increased budget “flexibility,” a restructured federal financial aid
system, a decreased reliance on merit-based financial aid, a movement away from
local support, a more defined linkage between state aid and enrollment, a similar
subsidized structure between two and four-year colleges, and finally a change in
capital projects funding (covered entirely by state funding) will create a system that in
essence stabilizes the future of community college finance (Romano, 2005). Potential
solutions aside, the majority of current literature reviewed for this research points to
an overall compromise of the community college’s open-admissions polices without a
stable funding process.
In order to develop a stable funding process, it becomes important to focus on
the financial role of the federal, state and local government. As previously noted, the
federal government largely ignored the community college movement as it progressed
throughout the twentieth-century, focusing instead on four-year institutions and
specifically land-grant institutions (Pederson, 2005, p. 5). State governments have
historically focused on their K-12 institutions, with both higher education and
-5-

especially community colleges receiving secondary support. Pederson describes the
state legislative process as a constraint to institutions seeking state appropriations,
with even the most “supported” community colleges facing difficulties in securing
adequate state funding (Pederson, 2005, p. 10). In addition, community colleges have
historically existed as financially “inferior” to the other educational entities in the
state, generally K-12 schools and state colleges and universities. Community
colleges must also rely on their local government for revenue sources, an inherently
political process that makes stable funding predictions difficult. In other words, some
colleges receive strong support from their local communities, while others face an uphill battle securing ample financial assistance. Other local communities may question
the college’s reliance on their support as opposed to state appropriations, arguing that
the minimum millage rate is sufficient for operation.
The role of the economy also plays an inherent role in the community college
funding process. The U.S. economy and economic future turned bleak around the
turn of the 21st century (Zumeta, 2002). This condition trickled down to the higher
education arena. During the previous decade, higher education reaped many financial
benefits. Higher education received around a seven percent increase in funding from
1999 through 2001 (Schmidt, 2000; Zumeta, 2002). More specific,
community/technical colleges and student aid gained especially high funding
increases in 2001 in the majority of states as well (Schmidt; Zumeta). In 2002,
community colleges began experiencing less support than four-year institutions, thus
reversing the recent trend (Zumeta, 2003). However, even with this increase in
funding 2001 was a turning point for all higher education components. Mid-year
-6-

2001, states realized that state revenues and budget overruns were occurring (Zumeta,
2002).
With this information, state governments began forming plans to overcome
the shortfalls. As usual, higher education was making plans as well. Having other
options than other state entities, higher education began contemplating and ultimately
implementing tuition increases as one means of curbing state budget reductions.
Other options included hiring freeze, reduced travel, and cutting programs (Zumeta,
2002).
Community colleges continuously strive to offer their services to all.
However, the various state-level student aid mechanisms utilized to provide this
service can act as a deterrent for some students. States increased their grant and
scholarship programs during the 1990s (Zumeta, 2002). This statistic is somewhat
distorted since the amount of student aid varies grossly per state (Zumeta, 2002). On
another note, historically black public colleges in several southern states (Mississippi,
Missouri, North Carolina, Oklahoma, Tennessee, and Texas) fared well during FY
2002 due to desegregation agreements with federal agencies (Zumeta, 2003).
Merit based aid is becoming more prevalent, which lends itself to granting aid
to students who come from better, more prominent backgrounds. It is the fastest
growing type of state aid (Zumeta, 2003). This type of scholarship could potentially
reduce funding for need based programs though that has not been the case thus far
(Zumeta, 2002; Zumeta, 2003). The tendency of state funding for student aid to
outpace the growth of direct funding is another concern for student financial
assistance (Zumeta, 2002).
-7-

Federal attention to student aid, in recent years, has similar issues as the merit
based scholarships mentioned earlier. The tax credits and loans tend to help more
financially stable and established households than households who have lower
incomes (Zumeta, 2002). With all these state and federal attempts to help students
financially with obtaining a college degree, the overall number of baccalaureate
attainment rates by student’s family income has remained almost constant from 19701999 other than in the top family income quartile (Zumeta, 2002).
Even with the economic downturn, enrollment demand increased during this
time especially at community colleges (Zumeta, 2003). However, with this demand,
many institutions had to reduce course offerings and services in order to adequately
operate their facility within their financial means (Zumeta). These financial
reduction measures caused havoc on labor demand for certain vocational job markets
as well as delaying students from completing their program of study (Zumeta). With
money being placed in areas of higher importance, some community colleges toyed
with the idea of enforcing higher admission standards in order to adequately provide
for their community’s educational needs (Zumeta). Online education was another
popular reduction source for higher education (Zumeta).
With the available education statistical information available and witnessed
first-hand by many citizens, the public has begun to recognize the importance of a
college education. Surveys show how the public understands the correlation with
education and the ability to achieve a better future, economy, and success not only for
the individual but the community as well (Zumeta, 2002; Immerwaher, 1999;
Immerwaher & Foleno, 2000; Ruppert, 2001).
-8-

With the obvious importance of stable funding, along with the associated
difficulties faced by community colleges in securing this support, the opportunity
arises to explore systems currently in use by other Southeastern states. This
exploration will seek to discover both the pros and cons of available funding systems,
with the goal of introducing a successful system to be considered by the State of
Mississippi.
Statement of the Problem
As Mississippi strives to increase funding for education, officials must begin
to consider developing a stable funding mechanism for its fifteen community
colleges. Mississippi has primarily focused on funding K-12, while institutions of
higher learning, and specifically community colleges, have suffered to maintain their
services. The 1997 Mississippi Adequate Education Act (MAEP) has increased
funding and improved services for the state’s K-12 institutions. A similar mechanism
for community colleges would provide a funding base that would enable the
institutions to concentrate on other resources without jeopardizing current and future
services. It may be argued that a comparable funding mechanism for community
colleges will stabilize local funding avenues and allow each institution to operate
without the political and economic restraints evident throughout their financial
history.
As previously noted, funding for community colleges is received through a
variety of sources, with a legislative appropriation provided on a year-by-year basis.
Community college officials, and specifically the Mississippi State Board of
-9-

Community and Junior Colleges (SBCJC), must prepare and lobby legislative leaders
for their share of the state’s education appropriation. SBCJC officials research
funding trends, make comparisons with funding for other educational entities, and
generally illustrate the current funding picture for the state’s community colleges.
SBCJC financial administrators conduct extensive research on state funding per
student, which in turn clearly describes the inequitable amount allocated towards
Mississippi’s community college students (Mississippi Community and Junior
College Funding Formula, SBCJC, 2007). The importance of increased funding is
also stressed, and a budget request is submitted to the legislature. This incremental,
year-by-year approach presents numerous obstacles for community college leaders as
they strive for equitable funding. Perhaps most importantly, this approach limits an
institution’s ability to maintain an “open-door” mission. According to Vaughn,
institutions that rely on yearly tuition and fees in order to fulfill this mission will
inevitably fail (Vaughn, 2000). Acknowledgement of the importance of state
funding, combined with an acceptance of a stable funding process, will allow
institutions to serve this mission. This study will explore stable funding patterns
available in other Southeastern states and present options with the potential to
effectively operate in Mississippi.
Purpose of the Study
The purpose of this study was to examine community college funding trends
in the SREB states in an effort to discover advantages associated with a stable
funding process in Mississippi. Research conducted for this study uncovered both the
- 10 -

positive and negative attributes of each state’s funding process through an analysis of
funding patterns and qualitative data from financial administrators associated with
each state’s governing board. It is anticipated that the research results will assist
community college officials as they strive for a more equitable funding process.

Significance of the Study
Mississippi community colleges exist as the only opportunity that many
students have to get a higher education. Mississippi’s tradition of low tuition and
ample financial aid has made community colleges an opportunity for a better life for
its citizens. In addition, the state has traditionally existed as one of the most
economically deprived in the nation. The political climate of the state has
traditionally accepted the premise that education is the key to improving the lives of
its citizens, with K-12 schools, community colleges and four-year colleges and
institutions at the forefront of public policy. At the same time, community colleges
fail to receive financial support on the same level as K-12 schools and four-year
institutions. The Adequate Education Act (1997) provides a funding mechanism for
K-12 schools, while four-year institutions receive substantially more state funding
than community colleges. As noted, K-12 public schools received 74% of the FY 07
distribution, compared to 20.2% for universities and 5.8% for community colleges
(Mississippi Association of Community and Junior Colleges, 2007). A review of
existing funding patterns of other southern states has the potential to illustrate stable
mechanisms that have relevance to the State of Mississippi.
- 11 -

Research Question
This study was designed to analyze existing models of community college
funding in the SREB states, including Alabama, Arkansas, Delaware, Florida,
Georgia, Kentucky, Louisiana, Maryland, North Carolina, Oklahoma, South Carolina,
Tennessee, Texas, Virginia and West Virginia, in order to determine if any existing
funding mechanisms have relevance for Mississippi. Results and analysis of the
results are found in chapters IV and V.
How are community colleges in the Southern Regional Education Board states
funded, and what advantages may be available to Mississippi if a stable
funding mechanism is employed?
Delimitations
This study is limited to the following delimitations:
1.

The researcher did not attempt to find any relationships between the
survey responses of the community college boards and commissions.

2.

This study did not seek to compare perceptions of the state funding
process between the responding community college boards and
commissions.

3.

This study focused on data from public educational institutions. Data
from private institutions was not utilized.

4.

This study utilized data from the following states: Alabama, Arkansas,
Delaware, Kentucky, Florida, Louisiana, Maryland, Mississippi,
- 12 -

Oklahoma, North Carolina, Tennessee, Texas, Virginia. Although part
of the SREB region, Georgia, South Carolina and West Virginia
declined participation in the study.
Limitations
This study is limited to the following limitations:
1.

This study is limited to the participating financial personnel of the
community college boards and commissions of the Southern Regional
Education Board. Results of this dissertation’s community college
finance survey are dependent on these institution’s financial
personnel’s knowledge of the process.

2.

The survey developed for this study contained several areas that
received insufficient responses from participating states. Data
presented in chapter four is limited to the sections that received
sufficient information needed for analysis.

A Brief Description of Methods and Procedures
The research design will be descriptive in nature. The population of the study
will focus on the sixteen states of the Southern Regional Education Board (SREB),
which are Alabama, Arkansas, Delaware, Florida, Georgia, Kentucky, Louisiana,
Maryland, Mississippi, North Carolina, Oklahoma, South Carolina, Tennessee, Texas,
Virginia and West Virginia. As noted, although initially targeted for the study,
Georgia, South Carolina and West Virginia declined participation. The Southern
Regional Education Board is a “nonprofit, nonpartisan organization that helps
- 13 -

government and education leaders in its 16 member states work together to advance
education and improve the social and economic life of the region” (SREB, 2008).
The SREB sponsors a variety of programs and seeks to help member states with key
educational issues, including collecting and analyzing educational statistics and
sharing the information in order to further educational policies (SREB, 2008).
Data from each of the thirteen participating states was obtained from publiclyaccessible data, including websites and annual reports, and the funding characteristics
summarized. In addition to the collection of the publicly available data, the financial
officers of each of the thirteen participating community college boards were asked to
complete a finance survey originally developed by the Community College Policy
Center of the Education Commission of the States. Results of the survey will be
illustrated and discussed in chapter four. As noted, participants in the study will
include the state-wide community college governing board of each Southern state, or
equivalent. Some states have a separate community college governing board, while
others group community colleges with the state’s colleges and universities. The
research will focus on the current funding structure available at each community
college in each state.
In order to evaluate any differences between each state, this study will attempt
to provide percentage breakdowns on each funding source (70% funding to K-12,
15% to colleges and universities, 15% to community colleges, etc.). In addition, the
researcher will focus on academic journal articles and annual financial reports that
discuss current funding mechanisms and trends in the states involved in the study.
The researcher will also review and report on several journal articles that focus on
- 14 -

similar studies in other states, and where replication may be possible based on their
research designs and related methods.
Once the data is collected, results will be presented in various tables in order
to demonstrate the funding process in each state. In other words, the study will seek
to determine the reliance each state has on each of its major funding sources.
Definition of Terms
1.

Adequate Education Funding Act: adopted by Mississippi Legislature in
1997, the act “requires” full-funding for Mississippi’s K-12 entities in
order to provide “adequate” educational services to students.

2.

Community college: institution of higher education that provides the
Associate of Arts, Associate of Science and Associate of Applied Science
as its highest degree (Vaughn, 2000). It should also be noted that some
community colleges have the authority to issue the Bachelor of Arts
degree.

3.

Mississippi State Board for Community and Junior Colleges (SBCJC): the
state level coordinating agency for Mississippi’s fifteen community and
junior colleges. Created in 1986 to coordinate issues related to the system,
study educational needs of the state as they related to the system, and to
collect system information in order to develop relevant reports
(Mississippi Code, Section 37-4-3, 1972).

4.

Southern Regional Education Board: “Founded in 1948, the Southern
Regional Education Board is a nonprofit, nonpartisan organization that
- 15 -

works with leaders and policy-makers in 16 member states to improve preK through postsecondary education. Through many nationally recognized
programs and services, SREB’s mission is helping states achieve the 12
Challenge to Lead Goals for Education.” (SREB, 2008).
Summary
This introductory chapter has provided an overview of the current state of
community college finances and the advantages and disadvantages of employing a
stable funding formula. The community college funding process has been outlined in
the context of the “competing” educational entities: K-12 school systems and fouryear institutions of higher learning. In order to describe the community college
funding process in this context, this chapter has illustrated the importance of the
community college and the subsequent challenges currently faced by its leaders.
Specifically, the chapter has focused on (1) the importance of the community college
in the State of Mississippi, (2) the inequitable funding system for Mississippi
community colleges compared to the other educational entities in the state (K-12 and
four-year colleges and universities), and (3) an overview of the study’s methodology.
The importance of the community college system in Mississippi is
unquestioned; a brief scan of its history reveals an innovative, highly successful
educational system used as an example for community colleges throughout the United
States. At the same time, data from the State Board of Community and Junior
Colleges illustrates the current inequitable funding process for community colleges
compared to the state’s other educational entities. This apparent paradox exists as the
- 16 -

impetus for this study. Consequently, one of the primary objectives of the study will
be to illustrate the funding processes evident in other southern states and present
recommendations for the State of Mississippi to consider.
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CHAPTER II
REVIEW OF THE RELATED LITERATURE

Chapter two will present an overview of the literature on both current and
future trends of community college funding on a national basis, a historical analysis
of funding trends in Mississippi, and finally an analysis of current funding processes
evident in other southern states, including any stable mechanisms already in
existence. This chapter will be divided into five sections: an introduction to higher
education finance, an introduction to community college funding, an overview of
state funding trends for community colleges, an historical analysis of funding trends
in Mississippi, and finally a summary of the literature review findings. In order to
provide this information and subsequent analysis, this study will focus on trends in
higher education finance, along with current and community college funding patterns,
both on a national and statewide basis.
Part One: An Introduction to Higher Education Finance
States invest resources in their higher educational systems for a variety of
reasons, but most agree that the overall purpose of the funding centers around
improving social capital and economic development. According to the National
Center for Education Statistics, federal, state and local governments contributed in
excess of $75 billion to higher education in fiscal year 1996. In addition, during the
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same fiscal year institutions of higher learning had expenditures of over $190.4
billion (National Center for Education Statistics). The importance of providing public
support to higher education is understood. However, determining the most equitable
funding method exists as a myriad of confusing principles and methods often
misunderstood as the issue enters the political realm.
One of the primary survey instruments utilized by the federal government to
collect financial data from institutions of higher learning is the Integrated
Postsecondary Education Data Systems (IPEDS). Research conducted by
Toutkoushian (2001) states that the IPEDS collects revenue information in the
following areas
(1)

tuition and fees

(2)

appropriations from government sources (federal, state, local)

(3)

grants and contracts from government sources (federal, state, local)

(4)

private gifts, grants and contracts

(5)

endowment income

(6)

sales and services of educational activities

(7)

auxiliary enterprises

(8)

hospitals

(9)

other sources

(10)

independent operations

Each of these categories divides revenues into restricted and unrestricted funds in
order to develop a current funds revenue category for the involved institution. With
expenditures, the IPEDS collects information on the following categories:
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(1)

instruction

(2)

research

(3)

public service

(4)

academic support

(5)

student services

(6)

institutional support

(7)

operations and maintenance of plant

(8)

scholarships and fellowships

(9)

mandatory and non-mandatory transfers

(10)

auxiliary enterprises

(11)

hospitals

(12)

independent operations

Expenditures are also divided into their respective restricted and unrestricted
categories in order to develop each institution’s current funds expenditures
(Toutkoushian, 2001). When analyzing the data, researchers are forced to understand
the multiple caveats associated with the categories. For example, IPEDS provides a
detailed guide to be utilized when analyzing the data in order to prevent researchers
from making misleading assumptions.
According to Toutkoushian (2001), several assumptions may be made when
analyzing the revenues and expenditures of colleges and universities over time
(Toutkoushian). First, the cost of providing services has outpaced the rate of inflation
for the last twenty years. However, Toutkoushian cautions that the cost increases
should not be viewed as “excessive.” Rather, the cost increases could be a result of
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several other factors. One argument is that the cost of providing these services should
have risen at a faster pace than the economy. Second, the expenditure categories
illustrate several interesting points concerning the institution “type” breakdown.
Specifically, differences in expenditures per student are driven by the high
expenditures at private universities rather than the previous school of thought that
suggested the role of research activities as more expensive than teaching activities.
Third, the data demonstrates that rising educational costs have been due to both rising
costs of education and falling subsidies from government and private sources. This
point is especially interesting for the purpose of this dissertation, as Toutkoushian
suggests that the “relevant question becomes whether these increases in the price of
attendance have led to reductions in access to higher education, and/or inappropriate
restrictions in student choice” (Toutkoushian, p. 32). Needless to say, open access to
community colleges is one of the driving forces behind the push for stable funding.
Finally, Toutkoushian suggests that growth in expenditures will continue to grow due
to a variety of reasons, including when the “children of the baby boomer” generation
enter the higher education system. At the same time, this generation may decrease
the need for state support for the K-12 sector as these individuals gain access to
higher education.
The National Association of College and University Business Officers
(NACUBO) depicted similar factors for determining the costs of higher education
(NACUBO, 1988; Mullin & Honeyman, 2007). The list of factors provided earlier
classify expenses for higher education institutions, however, community colleges
employ important factors unique to these commonly two year institutions (Mullin &
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Honeyman, 2007). Workforce development is an essential component to community
colleges’ efforts to enhance their constituents’ lives and potential. This service
provides students with the opportunity to become a productive citizen for their
community even when they are faced with negative future opportunities. Mullin and
Honeyman reported six states that used a workforce development factor in their
funding scheme while three other states had their own state workforce development
system (2007).
Community college funding has been a combination of federal, state, and
local efforts (Mullin & Honeyman, 2007). As community colleges gained
prominence, states began creating funding instruments without federal guidance
(Mullin & Honeyman). Therefore, states were left with almost complete autonomy
when determining funds and budgets for state community colleges (Mullin &
Honeyman). The funding mechanism in place for community college systems is not a
one size fits all model. With this in mind, various components have an impact on
funding. Such components could include local community perception, community
college initiatives/goals, government restrictions, natural resources, and education
emphasis.
Mullin and Honeyman (2007) determined three main categories of funding
formula typologies for community college systems based on information collected
from 48 states. The no formula funding category simply means that college funding
was not based on a common mathematical computation. Eight states (none located in
the southeast US) were categorized as a no formula funding type (Mullin &
Honeyman). The second type is described as responsive funding, which is funds
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received based upon justifying costs to maintain operations while using formula
elements to address disparities and/or workload changes (Mullin & Honeyman). This
type of funding formula is utilized by Mississippi, Alabama, and Virginia (Mullin &
Honeyman). This category is also subdivided into three divisions described as cost of
education funding, equalized funding, and option funding (Mullin & Honeyman).
Lastly, Mullin and Honeyman described functional component funding. This type
utilized the factors described earlier by both Toutkoushian (2001) and Mullin and
Honeyman to justify operation costs. Further analysis by Mullin and Honeyman
show that this category is further classified depending on costs based on functional
components (such as academic support) and tiered funding based on distinct
differences in programs of study (Mullin & Honeyman). Southeastern states that fall
into the broad category of functional component funding include Florida, Georgia,
Tennessee, South Carolina, North Carolina, Kentucky and Arkansas (Mullin &
Honeyman).
Even with the research and analysis for funding formulas for community
college, there obviously is not a solid formula that always employs the best results for
these two-year institutions. However, the funding formula for states should be
continuously studied and analyzed in order to achieve the highest and best use of
resources. Data has historically pointed to an inequitable funding system for
community colleges, and administrators must seek alternative funding methods in
order to maintain effective services. Community college leaders are aware of the
deficiencies and should focus their efforts on potential budgetary plans that will
benefit their constituents as well as their state.
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Without community colleges, numerous people would be unable to better their
futures as well as their district. Community colleges provide valuable services and
educational opportunities to their districts. With society continuing to change rapidly,
community colleges are also changing in order to adhere to current trends, needs, and
expectations of their constituents. One need community colleges face is providing
their services to a growing and potentially shifting student population. The 1960’s
was the time period that began the vast growth of community colleges in the United
States (Vaughan, 1982). The number of students enrolled in community colleges
grew from 585,240 in 1958 to 4,826,000 in the fall of 1980 (Vaughan). Another
source depicts that in the last decade, 49 new community colleges were created in the
U.S. (AACC, 2006). The inception of many community colleges were based on the
needs of their designated districts, and the placement of the community college
campus was determined to be the locale that provided the most benefit to the
supporting counties. However, this continued growth in community colleges and
need for higher education will force leaders and administrators to face the dilemma of
meeting the demand for their services.
Part Two: An Introduction to Community College Funding
Despite their irreplaceable role in the United States higher educational
system, community colleges continue to suffer from an inequitable funding process.
Compared to four-year colleges and public K-12 school systems, community colleges
consistently receive the smallest percentage of state funding offered to its educational
entities. At the same time, community colleges continue to experience growth, and
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leaders must continue to stress their importance and seek innovative ways to maintain
services. In recent years, community colleges have seen funding decreases as both
state and local governments have been forced to balance budgets during economic
downturns. Perhaps the most important example of this funding decline concerns the
State of Mississippi, which exists as the oldest system in the nation, dating back to
1922 (Young & Ewing, 1978).
The Mississippi State Legislature had approved state funding for eleven of the
two-year institutions by 1929. According to Young and Ewing (1978), “only two
institutions to receive state funds were not eventually approved as public junior
colleges” (p. 5). The importance of state funding was understood during initial stages
of community college development. Community colleges require the financial
support of both state and federal appropriations, but at the same time, community
colleges often exist as a product of their local environment.
As depicted by community college funding history, in the beginning many
received monetary support primarily from their local community in the form of
property taxes and tuition (Pederson, 2005). This source of funding was due to the
community’s support for a college in their region. These two year institutions have to
continually compete with other higher education entities as well as K-12 (Pederson).
This initially prompted some states to ignore community colleges’ altogether when it
came to providing financial support as well as even allowing community colleges.
An example of this is the state of Ohio, who successfully prohibited public
community colleges via their attorney general’s opinion even with prevalent support
from local communities (Turner, 1928; Pederson). Another state that followed a
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similar path was Illinois, which is home to the oldest public community college in the
United States (Pederson, 2005; Vaughan, 2000). However, these legalities often time
were ignored by constituents (Pederson). Even with the drastic measures to help
ensure community colleges did not factor into the states budgeting systems, many
localities continued creating and growing their local community college since the
governing officials did not have effective means to enforce their legal policies
(Pederson).
Along with implementing official rules and laws to help deter community
colleges, states used other methods to attempt to dissuade the promotion of
community colleges. State governments realized that the educational
experimentations of secondary education needed to be addressed in order to maintain
their control of state education measures (Pederson, 2005). The route chosen was to
legally define community colleges and the regulations required to establish a two year
institution. However, to continue the philosophy of opposing community colleges,
these newfound laws mainly added barriers and regulations to help deter communities
from creating a local educational facility (Pederson). In addition, these same states
did not include any type of financial support for any community colleges that were
successfully created (Pederson).
Another repetitive concern in regards to community college funding is
ensuring the localities can sufficiently fund the local elementary and secondary
schools (Pederson, 2005). This issue is still a concern today with state and local
government officials. Lawmakers and education advocates tend to put more
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emphasis on elementary and secondary education requirements than community
college educational needs.
As discussed earlier, the local communities and student tuition was the
primary source of funding for community colleges in the early years. At one point,
Iowa community colleges charged higher tuition than four year institutions in order to
cover the cost of operations (Pederson, 2005). During this time, state enrollment
grants emerged as a means for community colleges to gain some monetary help from
their state due to the cost savings reaped from students not attending state universities
and colleges (Pederson). Eventually in the 1960s, federal aid was utilized to shift
student tuition costs onto the federal government thus allowing states to provide
sufficient revenue to fund enrollment grants thus making higher education at a
community college available to all (Pederson).
One method that is actively used today is to lobby the state legislature for
funds. Several issues are normally faced when executing this approach. One
constraint found in this approach is that a number of various other entities are
lobbying for an increase in budgets funded by the state (Pederson, 2005).
Legislatures are bombarded with requests for more monetary support while faced
with securing a balanced budget as the ultimate goal of their legislative session
(Pederson).
Community colleges provided easy access, availability and source of unity for
the area where the facility was located. These institutions provide a valuable service
at a fraction of the support from the state and federal governments, especially
compared to other public education bodies. This school of thought has triggered
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many community college advocates to revisit how funding should be allocated as well
as potential new funding mechanisms altogether.
Community colleges rely on their local support to further social and economic
issues unique to their environment. This mixture of sources has created a
complicated series of formulas designed to maintain an equitable funding process.
According to the Community College Policy Center, 26 states rely on local tax funds
for support, while 24 state community college systems rely almost entirely on state
funding (Community College Policy Center, 2000). It should be noted, however, that
all 50 community college systems receive some level of state funding support
(Community College Policy Center, 2000). A variety of funding methods are evident
on a national basis. The Community College Policy Center indicates that 29 states
use funding formulas to determine state funding, while 15 states operate without
formulas.
Higher education as a whole has seen a shift in state funding in recent
decades. State budgets are obviously influenced by the economy since higher
education receives money from the general fund, which is mainly comprised of sales
tax, income tax and other general taxes (Zumeta, 2001). With economic downturns,
various other state funded entities are requiring more attention then higher education.
Other state activities can include Medicaid, elementary and secondary education,
corrections and welfare services (Zumeta). Actually, Medicaid overtook higher
education as the second largest budget item in the early 1990s in many states and has
continued to be a major source of state funding needs over higher education
(Zumeta).
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To equalize the additional money required for other state entities, states could
limit per student funding (Zumeta, 2001). With higher education losing focus and
funds from state governments, other funding means had to be enacted by these
institutions. The primary method used was increasing tuition and fees (Zumeta).
Beginning in 1988 through 1998, tuition increased at a faster rate at both public and
private colleges than the median family income (Zumeta). Therefore, this technique
reinforced the idea that higher education was geared for only those who could afford
it, in other words, the elite. The percentage of college expenses taken on by students
and parents increased through 1998 while the state and local government’s share
decreased (Zumeta). To help overcome this problem and the high costs of a college
education, states and the federal government implemented a variety of programs.
Different U.S. and state legislation was passed regarding education loans, learning tax
credits, and college saving enticements (Zumeta). However, college funding for lowincome students were still somewhat overlooked in these measures. During the
1990s, low-income student programs did increase, but not as fast as merit-based and
workforce development oriented programs (Zumeta). Examples of the merit-based
programs include Georgia’s Hope Scholarship. This scholarship is awarded based on
achieving and maintaining a specific grade point average (Zumeta). These measures
tended to reward students and families outside the low income bracket in addition to
potentially shifting state and federal funds away from need based educational
programs (Zumeta). These practices can cause further disenchantment with lowincome students who strive to gain a college education.
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The drawbacks of these programs further display the need and desire for
community colleges. With their open door policy and low tuition, community
colleges can provide states with an educated workforce, ability to achieve higher
economic success, and prosperity. Access to an affordable education provides
endless possibilities not only to its students but to the student’s family, community,
state, and nation.
Part Three: An Overview of State Funding Trends for Community Colleges
State funding for higher education is cyclical in nature and often based on
current economic trends. Specifically, community colleges are investigating and
implementing methods to successfully handle future state budget decreases as well as
securing stable, non-government funding. The importance of integrating budgeting
and financial planning for community colleges is essential in determining revenue
and expenses of a college’s operations and services (Palmer & Zwemer, 1985).
Community colleges have utilized various theories to complete this process. Data
needed to make sound decisions can be obtained from local, state, and federal sources
(Palmer & Zwemer; Elkins, 1982). Another method, introduced by Kozitza, is to
incorporate local representatives in the planning and budgetary process in addition to
college administration (Palmer & Zwemer). This inclusion has benefited the college
in times of frozen or reduced budgets (Palmer & Zwemer; Compton Community
College 1981).
When faced with reduced budgets, cost cutting measures are enacted. Typical
ways to reduce cost can include reducing programs, student services, course offerings
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and staff (Palmer & Zwemer, 1985). Community colleges must remember what the
effects of these decisions will be for the college not only in current times but in the
future as well (Palmer & Zwemer).
At the same time, leaders should actively explore revenue sources outside of
government sources. Potential sources of external funds come in varying forms. One
more common method is to solicit private donations and/or creating a tax exempt
foundation for the college (Palmer & Zwemer, 1985). These entities can utilize
alumni resources (financial, social, and political) to help build a solid financial source
for the college. This solicitation can also include corporate funding as a means to
build funds and improve fundraising efforts (Palmer & Zwemer). A sidebar to this
notion is corporate matching fund programs that can be utilized by alumni and friends
of the college. Another topic discussed by Palmer & Zwemer is revenue
diversification. This is simply an income source for a college, such as operating their
own food service on campus. Another example is to create a for-profit entity that is
utilized in programs of study at the community college. An example of this would be
Northeast Mississippi Community College operating a bed and breakfast for their
hotel and restaurant management program (NEMCC, 2008).
Another option for community college faculty and staff is grant opportunities.
Most community college faculty members lack the experience necessary to
successfully obtain grants for research or other activities in the college (Palmer and
Zwemer, 1985). Nevertheless, grants are a funding opportunity for many activities
and educational services at community colleges.
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All of these fund raising efforts can be used to help cover expenditures during
economic downturns as well as preparing for the unexpected during successful
economic times. Community college administrators should sufficiently plan for the
future in addition to the current times. Future planning is crucial for academic,
economic and social success for a community college.
As previously noted, this study’s population will focus on the sixteen states of
the Southern Regional Education Board (SREB). According to the SREB, from 1988
to 1998 more than half of the nation’s labor force growth was in this sixteen state
region (Marks & Caruthers, A Primer, 1999). With these southern states playing
such an important role in the nation’s economy, one might wonder where the money
sources are derived to operate public higher educational institutions. The main
sources of funding for higher education in this category of educational facilities are
state appropriations and tuition and fees, which account for 64% of the educational
and general budgets (Marks & Caruthers).
From these sources, on average, about $6 out of every $10 in the educational
and general budgets of public four year institutions are applied toward instruction,
public service, and research with the majority of this going toward faculty salaries
(Marks & Caruthers, A Primer, 1999; Marks & Caruthers, Funding Public, 1999).
With colleges and universities producing people as their main product, these same
entities’ main expenditure is people in the form of salaries and benefits (Marks &
Caruthers, A Primer; Marks & Caruthers, Funding Public).
The funding process has utilized funding formulas for more than fifty years in
the higher education arena (Marks & Caruthers, A Primer, 1999). Funding for higher
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education has come about to incorporate the ever evolving educational objectives
(Marks & Caruthers, A Primer). This process relies on comparative data, which helps
make the budget process more objective than subjective (Marks & Caruthers). The
data also helps the involved parties to determine if the current funds are adequate
and/or incorporate growth (Marks & Caruthers). Equity issues have been raised in
reference to quantitative measures (formulas specifically) in leveling funding by
using weighted measures depending on such things as course levels and types of
programs (Marks & Caruthers).
Potential funding decreases have been investigated recently where institutions
have incorporated “rolling-average” or “hold-harmless” methods into their budget
plans (Marks & Caruthers, A Primer, 1999). The rolling-average method provides
funding stability by using the average change in enrollment over the last few years for
the budget base instead of the past year’s enrollment change (Marks & Caruthers, A
Primer, 1999). The hold-harmless method simply keeps the previous year’s budget
as the basis for the next year’s budget regardless of any changes that could affect
budget needs, such as enrollment change (Marks & Caruthers).
The Marks and Caruthers (1999) funding primer article describes twelve
points higher education facilities should address when creating or altering a funding
formula. These include state goals for postsecondary education, sensitivity to
colleges’ different missions, adequate funding, incentives for or reward performance,
appropriately recognize size-to-cost relationships, responsive to changing demands,
reasonably stable funding, simple to understand, fund colleges equitably, funding for
special-purpose units, use valid and reliable data, and allow administrative flexibility
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in spending funds (Marks & Caruthers). The funding method developed should
achieve a balance among these points in order to have a widely accepted blueprint.
Best practices and accreditation standards are also incorporated in funding formulas
(Marks & Caruthers).
A funding formula is described as a way that links resources mathematically
to an institution’s traits with no single correct mathematical relationship (Marks &
Caruthers, A Primer, 1999). Formulas are used to decrease political influence and
promote equity among the varying colleges and universities (Marks & Caruthers). In
most cases, there is not just one formula used in determining funding requests, but
rather several formulas are intertwined to provide the best plan for adequately funding
their institutional needs. Some common functions for various expenditures include
organized research, instruction, public service, plant operations/maintenance, general
administrative support, student services, libraries/other academic support units, and
public service (Marks & Caruthers).
The following table (Table 2.1) depicts 10 SREB states funding formulas by
budget cycle phase:

Table 2.1

Reliance on Formulas by Phase of Budget Cycle

Delaware

State Agency
Review and
Request
Formula plus
Justification
of increment
No role

Florida

Formula plus

Alabama
Arkansas

Governor
Review and
Recommendation
Formula plus
Justification of
increment
Justification of
increment
Formula plus
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Legislation
Review and
Appropriation
Formula plus
Justification of
increment
Justification of
increment
Formula plus

State Agency
Allocation to
Colleges
No role
No role
No role
Formula plus

Table 2.1 (continued)
Georgia

Formula

Formula

Formula

Kentucky

Justification
of increment
Formula plus
Justification
of increment
Justification
of increment
Formula plus

Justification of
increment
Formula plus
Justification of
increment
Justification of
increment
Formula plus

Justification of
increment
Formula plus
Justification of
increment
Justification of
increment
Formula plus

Formula plus

Justification of
increment
Justification of
increment
Formula
Formula plus
Justification of
increment
Formula

Justification of
increment
Justification of
increment
Formula
Formula plus
Justification of
increment
Formula plus

Louisiana
Maryland
Mississippi
North
Carolina
Oklahoma
South
Carolina
Tennessee
Texas
Virginia
West Virginia

Formula
Formula
Formula plus
Justification
of increment
Formula

Justification
of increment
No role
Formula plus
No role
Justification
of increment
Formula plus
Formula plus
Formula
No role
No role
No role
Formula plus

Definitions: “Formula” means that budget decisions are made exclusively using mathematical
formulas. “Justification of increment” means that budget decisions are made exclusively by justifying
incremental increase. “Formula Plus” means budget decisions are made using a combination of
formula calculations and justification of incremental increases. Source: Survey of state higher
education agencies, 1998; Marks and Caruthers, A Primer, 1999

No two states formulas are alike. Some formulas are used to generate the
request and other times, formulas are used only during allocation (Marks &
Caruthers, A Primer, 1999). The two basic forms of funding methods for instruction
are “dollars per unit” and “student-to-faculty ratios times salary rates”. Dollars per
unit normally assigns dollar amounts to student credit-hours or full-time-equivalent
(FTE) enrollment. The student-to-faculty ratio credit-hours or FTE are used to
determine the number of faculty positions needed for the college (Marks &
Caruthers). This method further develops by multiplying the number of positions by
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an agreed-upon salary average or goals (also uses a predetermined faculty to student
ratio in the earlier calculation) to generate the request (Marks & Caruthers).

Table 2.2

Formulas for Instruction, Research, and Public Service
Basic Model

Alabama

Dollars per credithour

Florida

Student/faculty
ratios and salary
rates
Student/faculty
ratios and salary
rates
Student/faculty
ratios and salary
rates
Student/faculty
ratios and salary
rates
Dollars per credithour
Student/faculty
ratios and salary
rates
Student/faculty
ratios and salary
rates

Georgia
Louisiana
North
Carolina
Oklahoma

Instruction
Mission
Levels of
Type
Instruction
2
4

Program
Categories
14

Unique

4

3

1

3

5

Unique

5

5

5

3

4

Unique

3

22

Departmental
Research

Public
Service

Percentage of
instruction;
percentage of
sponsored
research
Included in
instruction

Percentage
of
instruction

Percentage of
graduate
instruction
Percentage of
graduate
instruction
Included in
instruction

Base amount

Included in
instruction

Included in
instruction
Included in
instruction

Included in
Included in
instruction
instruction
South
3
3
46
Percentage of
Percentage
Carolina*
sponsored
of sponsored
research
service
Tennessee
4
6
20
Percentage of
Percentage
sponsored
of
research;
instruction
percentage of
prior year’s
amount
Texas
Dollars per credit- 1
5
19
Included in
Included in
hour
instruction
instruction
West
Dollars per credit- 5
5
5
Included in
Included in
Virginia
hour
instruction
instruction
• In South Carolina, the formula is used to determine need. A college’s performance on
prescribed indicators determines how much of that amount it earns.
• Definitions: Dollars-per-unit model – a funding rate per credit-hour or full-time-equivalent
student is multiplied by the number of credit-hours or students. Student/faculty-ratio-timessalary-rate model- the number of full-time-equivalent students or credit-hours is divided by a
student/faculty ratio to derive full-time-equivalent faculty needed. The number of positions
then is multiplied by salary rates.
• Source: Survey of state higher education agencies, 1998; Marks and Caruthers, A Primer,
1999
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As the table depicts, four SREB states use a dollars-per-unit model, while the
remaining six states utilize the student-to-faculty ratio (Marks & Caruthers, A Primer,
1999).
Funding research and service is different than for funding instruction. The
SREB states all use different formulas for research and service. The methods used by
SREB states include service within instruction funding, research requirements as a
percentage of instruction costs, matching a percentage of sponsored funding, and
performance measures (Marks & Caruthers, A Primer, 1999).
Support programs are similar in instruction formulas in that they are both
varied in their current practiced methods. The four major support units include
academic, student services, institutional, and plant operation/maintenance (Marks &
Caruthers, A Primer, 1999). These formulas can be in the form of one or more
formulas, and the support units can be separate or combined for a formula (Marks &
Caruthers).
Academic functions are supported primarily by a library formula and then
combine the remaining academic units with institutional support (Marks & Caruthers,
A Primer, 1999). Student services support normally includes student enrollment
numbers as well as dollar rate per student or percentage of instruction (Marks &
Caruthers). Typically, institutional support is added on top of the budget amount
determined for all other functional methods (Marks & Caruthers). Finally, operations
and maintenance are by and large complex in that it involves a funding rate per
square foot of facilities or incorporating several different formulas for more
expensive areas such as landscaping and utilities (Marks & Caruthers).
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Table 2.3

Formulas for Support Functions
Academic Support
Library
Other

Student
Services

Institutional
Support

Alabama

Dollars per
credit-hour
by level

Percentage
of
instruction

Dollars per
head-count
student

Percentage
of all other

Florida

Dollars per
credit-hour
by level

Percentage
of
instruction

Base plus
percentage
of
instruction

Georgia

Percentage
of
instruction

Percentage
of
instruction

Dollars per
the average
of headcount and
full-timeequivalent
enrollment
Percentage
of
instruction

Louisiana

Percentage
of
instruction

Percentage
of
instruction

North
Carolina

Percentage
of
instruction
Included in
instruction

Percentage
of
instruction
Included in
instruction

Percentage
of the sum
of
instruction
and
academic
support
Percentage
of
instruction
Included in
instruction

Percentage
of the sum
of
instruction
and
academic
support
Percentage
of
instruction
Included in
instruction

Oklahoma
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Percentage
of
instruction

Operation
and
Maintenance
of Plant
The sum of
utilities and
dollars per
gross square
foot
Dollars per
gross square
foot

The sum of
dollars per
gross square
foot and a
percentage
of
replacement
value
Percentage
of the sum
of
instruction
and
academic
support
Percentage
of
instruction
Included in
instruction

Table 2.3 (continued)
South
Carolina

Dollars per
full-timeequivalent
student

Dollars per
full-timeequivalent
student

Dollars per
full-timeequivalent
student

Percentage
of
instruction

Tennessee

Dollars per
full-timeequivalent
student by
level

Percentage
of
instruction

Base plus
percentage
of
instruction

Texas

Included in
instruction

Included in
instruction

Dollars per
head-count
student or
dollars per
full-timeequivalent
student
Included in
instruction

West
Virginia

Included in
instruction

Included in
instruction

Included in
instruction

Included in
instruction

Included in
instruction

Dollars per
gross square
foot of space
and dollars
per acre
Dollars per
gross square
foot of space

The sum of
utilities and
dollars per
gross square
foot
Included in
instruction

Source: Survey of state higher education agencies, 1998; Marks and Caruthers, A Primer, 1999

Another funding approach is taking for special purpose functions such as
medical schools and agriculture research. Normally, states use a justification-ofincrement funding method for special purpose functions and adjust the base
budgetary amount for salary increases, and other special requirements (Marks &
Caruthers, A Primer, 1999).
Not all states rely on funding formulas. Other funding methods consist of
quantitative (not formulas) as well as subjective means (Marks & Caruthers, A
Primer, 1999). These states rely on a base budget (current year’s budget) as the
starting point for the next year’s budget while also allowing for potential increases for
various needs (Marks & Caruthers).
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A new twist to funding involves performance funding. Performance funding
is intended to shift more focus to quality rather than quantity while incorporating both
direct and indirect approaches to correlate to performance (Marks & Caruthers,
Funding Public, 1999). Direct performance funding ties specific amounts of funds to
public colleges’ achievements on pre-determined indicators, and it also gives
complete autonomy to the college on how to spend the funds (Marks & Caruthers).
Six SREB states have experimented with performance funding in the 1990s (Marks &
Caruthers). Bonuses are the most widespread form of direct performance funding
(Marks & Caruthers). Performance funding factors vary among states. More specific
information is provided in the table below.
Table 2.4

Most Widely Used Types of Indicators in Performance Funding in the
United States

Retention/graduation rates
Two- to four-year college
transfers
Faculty workload
Credits at completion/timeto-degree
Licensure test scores
Work force training and
development
Transfer-student graduation
rates
Job placement

Four-Year Colleges and
Universities
10 states
6 states

Two-Year Colleges
8 states
6 states

5 states
4 states

4 states
4 states

4 states
4 states

4 states
4 states

4 states

4 states

None

8 states

Sources: The Rockefeller Institute, 1998, survey of state higher education agencies, 1998; Marks and
Caruthers, Funding Public, 1999

Another approach to funding for colleges and universities includes targeted
funding. The most popular method in this category is the budget line item, which is
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used to fund special purpose projects and needs (Marks & Caruthers, Funding Public,
1999). Mississippi, Alabama, Kentucky, and West Virginia are the SREB states that
practice this method most often for special projects (Marks & Caruthers).
Incentive funding is another form of targeted funding. Similar in nature to
performance funding, the main difference is that incentive funding is received based
on establishing specific programs while typically using these funds for a specified
project only (Marks & Caruthers, Funding Public, 1999). A prime example of
incentive funding is endowed chairs (Marks & Caruthers).
The number of SREB states using funding formulas has decreased from 13 to
10 from the late 1980s through 1998 (Marks & Caruthers, Funding Public, 1999).
This trend can be explained by several states focusing their budget process on
inflationary increases and special initiatives while other states revamped, simplified
or transitioned to be less dependent on their funding formulas (Marks & Caruthers).
In the end, transitioning to targeted funding from formula funding has brought
more political influence on the budget process (Marks & Caruthers, Funding Public,
1999). Another point is that non-formula funding states may be an indication of the
shift of focus away from higher education (Marks & Caruthers). However, more than
likely, the change to a non-formula method is more than likely due to funding
stability or inadequate support for certain portions of past funding mechanisms
(Marks & Caruthers. However, the number of states that have eliminated funding
formula methods that are returning to this time tested approach indicates that this is a
widely accepted practice and will continue to be employed (Marks & Caruthers).
Quantitative funding has helped southern states make strides in closing the gap
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between them compared to the nation in regards to higher education statistics (Marks
& Caruthers). A formula funding model depicts a state’s focus on achieving a
successful, beneficial higher educational system for its citizens (Marks & Caruthers).
Additional concerns related to higher tuition and fees mentioned in Marks and
Caruthers Funding Public Higher Education article (1999) include that the cost of
tuition and fees have increased faster than household income and prices of other
goods and services, tuition comprises a greater portion of a household’s income,
student financial aid programs are more and more loan oriented thus squeezing
middle-income families out of eligibility, and federal grants only cover about half of a
student’s college costs compared to almost 80% in the past.
Part Four: A Historical Analysis of Funding Trends in Mississippi
As Young and Ewing (1978) have noted, Mississippi community colleges
have received state funding since their inception. The Commission of Junior
Colleges, established in 1928, began the process of securing state funding. The first
state funding for agricultural high schools – junior colleges was also approved in
1928 as a result of House Bill 263. As time progressed, however, community college
leaders in Mississippi were forced to consider alternative funding methods. Young
and Ewing (1978) note the apparent concern that the state would develop too many
community colleges and thus weaken financial support for each institution. As a
result, the Commission of Junior Colleges, founded in 1928, was established as a
governing entity made up of the Chancellor of the University of Mississippi, the
President of Mississippi State University (then Agricultural and Mechanical College)
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the President of the Mississippi University for Women (then Mississippi State
College for Women), and finally the heads of three public junior colleges, with the
state superintendent of public education as chairman (Young & Ewing, 1978).
In order to further prevent excessive expansion, the Commission adopted a set
of “zones” in 1928 that established the following:
(1)

High School enrollment and number of annual graduates in district

(2)

Evaluation of taxable property in zone, with a minimum of $20,000
valuation

(3)

Local attitude toward junior college including tax levy of up to three
mills in sufficient amount to support college work

(4)

Reasonably adequate physical plant

(5)

Reduction of teaching load below high school level

(6)

Ability and willingness to pay annual teachers’ salaries of between
$200 to $300 above high school level

In the end, every college in the study approved by the Commission continues to
successfully operate, as leaders in place during the first decade worked together to
ensure effective operation would continue. By 1972, Young & Ewing (1978) state
that eighty-one of Mississippi’s eighty-two counties had supported their existing
college with a local ad valorem tax.
According to head-count statistics from the Mississippi State Board for
Community and Junior Colleges (SBCJC), total enrollment for the system had
reached over 92,000 students by 2005 (Mississippi State Board for Community and
Junior Colleges, 2006). This growth is a testament to the success of the Mississippi
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community college system, but at the same time presents problems, perhaps most
noticeably in the financial realm, as institutions struggle to maintain their open
admissions policies. Currently, the SBCJC employs a financial process which seeks
to maintain and expand enrollments without harming the level of service offered to its
constituents. The SBCJC issues questionnaires to each of the fifteen colleges in order
to gain insight into enrollment, local funding and other financial matters, such as
faculty increases. The questionnaire is then used as a tool to develop the legislative
funding request, which is a single request based on the fifteen community colleges as
a whole. After the request filters through the legislative appropriations process in
each chamber, SBCJC will then distribute the approved amount to each college.
The recent funding process has involved the system’s “phase-in plan.” This
plan is an attempt by the system to achieve mid-level per student funding at each of
the fifteen community colleges. Utilizing FY 2005 data as part of the FY 2008
funding request submitted by the Mississippi Association of Community and Junior
Colleges (MACJC), 69% of all freshmen attending Mississippi higher learning
institutions were enrolled in community colleges (Mississippi Association of
Community and Junior Colleges, 2007). The MACJC also illustrates the importance
of the community college system to the State of Mississippi, as 98% of all community
college students were Mississippi residents (MACJC, 2007). Despite the obvious
importance of Mississippi’s community colleges, direct state funding for community
colleges has been reduced by 3.6% while university funding (9%) and K-12 funding
(40.6%) have increased (MACJC, 2007).
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As noted, community college leaders have recently collaborated in order to
address funding inequities by focusing on a formula approach. In 2002 the
Mississippi Legislature authorized the SBCJC to contract with a consultant in order to
study the current funding approach and make recommendations (MS Code, Section
37-4-15). A five-year phase-in funding allocation formula, based on the
recommendation of the consultant’s study, was adopted, with FY 2008 existing as the
final year of the incremental process. The formula is primarily based on the phaseout of the then-current process of basing funds allocation on enrollment head count,
to the new process of basing funds allocation on student full-time-enrollment (FTE).
The new funding process would phase-out the enrollment head count allocation in
five years, with the FY 2008 request existing as the final year (see Table 2.1).
Table 2.5

State Funding Per Student Mid-Level Funding
Calculation Using FY 2005 Data (2008 Mid-Level
Fund Request)

Educational Entity
Public K-12
Public Community Colleges
Public Regional Universities
Mid-Level Funding between K12 and Universities
($5,473+$4,158)/2
Less: FY 2005 CJC Actual
Additional Amount Needed Per
Student
x FY 2005 FTE Students
Total Increase Needed for MidLevel Funding

State Funding Per Student
$4,158
$2,645
$5,473
$4,816
$2,645
$2,171
57,745
$125,347,200
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Part Five: Summary of Literature Review Findings
Community colleges continue to be successful despite their existence in a
political environment which generally fails to grasp their importance (Townsend and
Twombly, 2001). Public K-12 systems and four-year colleges and universities
dominate the educational realm of public policy, and community colleges exist as
secondary institutions when attempting to secure adequate support. The funding
process for community colleges varies widely depending on the state, but generally
occurs as a mixture of federal, state and local support. Federal support is generally
minimal compared to state and local contributions. Many states operate stable
funding mechanisms in place for their respective community colleges, while others
are forced to constantly lobby their elected officials for support. The unstable
funding system is often detrimental for community colleges, as factors in a particular
state’s economy could shift or eliminate prior financial support.
The State of Mississippi has historically employed a funding mechanism
inequitable to its community colleges. As noted, distribution of educational funding
for FY 2007 listed public schools at 74%, universities at 20.2%, and community
colleges at 5.8% (MACJC, 2007). Mississippi community colleges, led by presidents,
administrators and both the MACJC and SBCJC, along with various legislative
leaders, have worked to develop a more equitable funding process that seeks to
achieve a balance between public schools, universities and community colleges.
Officials have attempted for many years to reach mid-level funding (between K-12
and universities) for Mississippi community colleges. A consultant-recommended
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phase-in plan has altered the state’s allocation process, with a total conversion to the
FTE system by FY 2008.
In summary, this chapter has attempted to illustrate the relevant literature
related to the funding processes of higher education, specifically community colleges.
States that employ an unstable funding process put their respective community
colleges at an inherent disadvantage, as leaders must constantly struggle to secure
adequate funding and maintain their open-door policies. A description of the funding
practices evident in other states may help provide an understanding of the importance
of stable funding. The methodology of this research may be found chapter III, with
the findings and relevant implications found in chapters IV and V.
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CHAPTER III
METHODOLOGY
The purpose of this study was to evaluate existing state funding processes in
other southern states in order to make recommendations for the State of Mississippi
utilizing a survey instrument developed by the Community College Policy Center of
the Education Commission of the States. The survey instrument was sent to the
financial officers of each of the thirteen community college governing boards. This
chapter describes the methods and procedures that were employed in this study. The
chapter is divided into five separate areas: population/sample, selection of subjects,
instrumentation, data collection, and data analysis.
Population / Sample
As noted, the population for this study included the financial personnel for the
community college governing boards of the thirteen southern states. The thirteen
southern states were primarily chosen for this study due to their participation in the
Southern Regional Education Board, which is one of the primary organizations that
researches, supports and provides assistance to its membership body. The governing
board of each state was chosen for this study due to its respective role in establishing
policies and standards and their ability to work with the state’s community colleges
and provide a link between the institutions and the elected policy makers of the state.
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All of the governing boards targeted for this study possess either financial divisions
or individual personnel that administer operating and capital budgets, allocate funds
to their respective community colleges, provide general accounting services to
member institutions, and research, develop and administer funding mechanisms for
the benefit of their community colleges. Although the purpose of this study was to
determine if any funding practices from other states may have applicability to the
State of Mississippi, I chose to include the Mississippi State Board of Community and
Junior Colleges in the population in order to maintain standardization among
participants.
Selection of Subjects
Each community college governing board was utilized as part of this study’s
population; therefore, there will be no need to conduct a random sample. Each of the
community college governing boards has up-to-date websites that contain contact
data, including telephone numbers and both email and physical addresses. Review of
Mississippi State University’s Institutional Review Board Manual indicates that the
study involved research of human subjects, which required approval from both this
organization as well as the study’s participants before engaging in the survey process
(Institutional Review Board Manual, Mississippi State University, 2008).
Instrumentation
Research conducted for the literature review revealed that a community
college finance survey had been developed and issued to all 50 states in 1999 with
results published in 2000 by the Center for Community College Policy at the
- 49 -

Education Commission of the States (ERC). The ERC survey focused on five finance
areas, including state appropriations to community colleges, general finance issues,
enrollment funding and student share of cost, state support for special programs, and
accountability. The state appropriations to community colleges section detailed
funding processes, formulas, and the use of line items in the funding process. The
general finance issues section provided a breakdown of general operating funds and
information regarding local revenue and capital outlay. The enrollment funding and
student share of cost section provided an overview of the states’ full-time-enrollment
criteria, expenditures per FTE, a comparison of community college FTE and state
support, student share of cost, student tuition and fees, an average cost of tuition and
fees comparison among higher education institutions, in-and-out-of-district/state
tuition rates, full-time student determination, tuition overload policies and tuition
waivers. The state support for special programs section discusses noncredit courses
and programs, workforce development, dual/concurrent enrollment,
remedial/developmental education, adult basic education, and distance education.
Finally, the accountability section provides an overview of performance measures and
funding.
The ERC survey was effective in capturing the major financial issues and
related data of each of the 50 community college systems. Since the purpose of this
dissertation was to examine community college funding trends in other southern
states in an effort to discover advantages associated with a stable funding process in
Mississippi, this existing survey instrument is the most appropriate tool available for
this study. The researcher requested and obtained permission from the ERC before
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utilizing any of its components. Under the supervision of the researcher’s dissertation
committee, the ERC document was updated and sent to the involved states in order to
provide data for this study. The ERC permission is located in Appendix B.
Data Collection
In order to collect data for the study, the committee-approved survey
instrument was emailed to the participating state entities in March 2008. An initial
deadline of two weeks was suggested in order to collect the data in a timely manner.
At the end of the two week deadline follow-up emails will were sent to each
participant in order to receive an adequate response rate. As noted, each participant
has previously agreed to receive the voluntary survey per Mississippi State University
Institutional Review Board guidelines. In addition, each participant received an
approved consent form that outlined the purpose of the research, the process of how
the research was conducted, the lack of anticipated risk associated with the study, a
confidentiality statement, contact information, and finally a voluntary participation
clause.
Data Analysis
The data collected for this study was analyzed primarily by providing
descriptive statistics in order to provide summaries of the results. According to
Gravetter and Wallnau, descriptive statistics are “statistical procedures used to
summarize, organize and simplify data (Gravetter & Wallnau, 2000). Specifically,
this dissertation will employ the use of descriptive statistics in order to make the
collected financial data manageable. Since many of the states surveyed for this
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dissertation employ a unique state funding process, the analysis will list the responses
in a comparative manner. Since the data collected for this study was utilized for
determining the variety of existing funding processes and mechanisms, means were
calculated in order to examine a frequency distribution of the various state patterns.
Data is presented in graph-format and in various tables in order to illustrate the results
in both a quantitative and qualitative manner.
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CHAPTER IV
FINDINGS
The purpose of this study was to examine community college funding trends
in other southern states in an effort to discover advantages associated with a stable
funding process in Mississippi. Research conducted for this study attempted to
uncover both the positive and negative attributes of each state’s funding process
through quantitative analysis of funding patterns and qualitative data from financial
administrators associated with each state’s governing board. This chapter presents
the findings obtained from the community college finance survey distributed to the
fifteen states of this study’s population. The chapter is divided into five primary
sections, beginning with enrollment data of the states’ community college systems.
The second section presents data regarding each state’s funding process, with specific
information concerning any available funding formulas employed in the involved
states. Section III provides a summary of tuition and fees evident in the states’
community colleges and four-year educational institutions. The tuition and fees
section also provides data from the states’ overall educational appropriation,
including the percentage of funds allocated to public K-12 schools, community
colleges, and four-year colleges and universities. Section IV illustrates any existing
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performance-based budgeting processes currently in place, while the final section
looks at miscellaneous finance issues, including workforce education.
Part I: Enrollment Data
Table 4.1 lists the percentage of students enrolled at each state’s postsecondary institutions, along with percentages of freshmen and “in-state” student
data. According to enrollment data collected from ten states, 44.2% of freshmen are
enrolled in public community colleges. In addition, nine states reported that 36.6% of
freshmen are enrolled in public four-year institutions. In terms of overall enrollment,
nine states reported that 43.9% of their states’ higher education students are enrolled
in community colleges, with 54.4% enrolled in four-year institutions.

Table 4.1
State

Post-secondary Enrollment Data
Percentage of
Freshmen Enrolled in
Public CC

Percentage of
Overall
Overall
Freshmen
Enrollment
Enrollment
Enrolled in
Percentage
Percentage
Public Fourfor CC
Four-year
Year Inst.
Alabama
46.5%
53.5%
35.6%
64.4%
Arkansas
39.0%
61.0%
37.3%
62.7%
Florida
80.0%
20.0%
51.0%
49.0%
Kentucky
39.4%
60.6%
43.6%
54.6%
Louisiana
47.5%
52.5%
56.4%
43.6%
Maryland
27.8%
11.0%
38.0%
46.0%
Mississippi*
57.4%
n/a
n/a
n/a
Oklahoma
22.7%
10.0%
43.3%
56.7%
Texas
33.9%
8.7%
53.0%
50.4%
Virginia
47.4%
51.8%
37.3%
62.3%
Average:
44.2%
36.6%
43.9%
54.4%
* The Mississippi State Board for Community and Junior Colleges utilizes 24 semester hours as the
FTE number. However, due to SREB reporting guidelines, SBCJC utilizes 30 semester hours for FTE
purposes.

- 54 -

Part II: State Funding Process
Table 4.2 describes the role of the state community college board in the
appropriations process. According to survey results, 38.5% of respondents report that
funding is appropriated as a single line item to the state community college board. In
addition, 15.4% report that funding is received via a single line item to all
postsecondary institutions, 30.8% report an individual appropriation to each
individual community college, and 15.4% report a “unique” process. It should also
be noted that even though the states may belong to a certain appropriations category,
multiple caveats exist which differentiate each state. Delaware, Florida, Louisiana,
Kentucky and North Carolina each list deviations from their respective category.
Table 4.2
State

State Appropriations Process
Single Line Item to
State CC Board

Single Line Item
to all
Postsecondary
Institutions

Individual
Appropriation
to each
Individual CC

Other

Alabama
X
Arkansas
X
Delaware*
X
Florida*
X
Kentucky*
X
Louisiana
X
Maryland
X
Mississippi
X
North Carolina*
X
Oklahoma
X
Tennessee
X
Texas
X
Virginia
X
Average:
38.5%
15.4%
30.8%
15.4%
*Delaware has one community college with four locations throughout the state. The Delaware
General Assembly appropriates funding to each location based on one budget request from the
community college. Florida community colleges receive funding through multiple line item
appropriations in the state’s General Appropriation Act, listed by specific appropriation categories.
The provision related to the line item specifies the individual allocation. The State of Louisiana
appropriates funds to management boards with allocation detail by community colleges. A schedule is
in place that details the amount of funding each community college is appropriated under the
management boards. State funding for both Kentucky and North Carolina is allocated to the state’s
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Table 4.2 (continued)
board/system, and a funding formula is then applied in order to distribute to individual community
colleges.

Table 4.3 lists the states with community colleges that receive local tax revenue.
According to data collected from the survey, 61.6% of states receive local tax revenue
for their community colleges.

Table 4.3

Local Tax Revenue
State

Community Colleges Receive
Local Tax Revenue
X
X

Alabama*
Arkansas
Delaware
Florida
Kentucky*
X
Louisiana
Maryland
X
Mississippi
X
North Carolina
X
Oklahoma
X
Tennessee
Texas
X
Virginia
Percentage of State CCs Receiving
61.6%
Local Tax Revenue:
*Only three of Alabama’s 26 colleges receive local tax revenue. Only two of Kentucky’s community
colleges receive any source of local tax support. West Kentucky Community and Technical College
and Ashland Community College. West Kentucky Community and Technical College’s funding is
appropriated directly to their foundation and not directly to the college. Three of the twelve public
community colleges in Oklahoma receive local tax revenue. Voters in each community college district
determine the level of ad valorem taxation, which is then directly appropriated to the involved
institution.

Table 4.4 provides the sources of local tax revenue for community colleges.
Most states provide local tax revenue in the form of property taxes with some
variation. Alabama allocates local tax revenue based on a sales tax percentage, while
Arkansas and Maryland report income from income taxes.
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Table 4.4

Sources of Local Tax Revenue
State
Alabama

Arkansas
Kentucky
Maryland
Mississippi
North Carolina
Oklahoma
Texas

Local Tax Revenue Sources
Allocated based on a percentage of
sales tax, which differs with each
college according to county that
receives the revenue
General revenues, corporate income
taxes, and special sales taxes
Property taxes
Property and income taxes
Local tax revenue authorized by local
Board of Supervisors in each county
Property taxes
Property taxes
Property taxes

Table 4.5 provides a percentage breakdown of general operating funds for
2006-2007. A wide percentage range was provided for federal funds, with Alabama
reporting 54.4% of their overall operating amount in this category. At the same time,
Arkansas and Virginia reported 0.0% in this category.

The average percentage

breakdown from the federal category calculated to 11.3%. The highest percentage
breakdown of general operating funds is provided by state appropriation (46.0%),
with local (7.6%), tuition and fees (27.4%), and other (8.4%) rounding out the
calculation. The participating states reported an average of $811,873,298 for total
general operating funds.

Table 4.5
State
Alabama*
Arkansas
Delaware
Florida
Kentucky

Percentage Breakdown of General Operating Funds for 2006-2007
Federal
(including
Perkins funds)
54.4%
0.0%
9.0%
0.0%
21.0%

State

Local

Tuition
and Fees

Other*

7.6%
58.9%
56.0%
57.0%
42.0%

0.4%
4.9%
0.0%
0.0%
0.0%

35.6%
32.8%
23.0%
29.0%
17.0%

2.0%
3.0%
21.0%
14.0%
20.0%
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Total General
Operating
Funds
$308,802,222
$252,054,619
$131,000,000
$1,916,556,933
$517,610,000

Table 4.5 (continued)
Louisiana
15.8%
61.0%
0.0%
23.2%
0.0%
$325,000,000
Maryland
8.9%
21.5%
28.2%
30.5%
10.9%
$1,019,741,856
Mississippi
8.9%
41.6%
14.4%
26.5%
8.6%
$461,487,218
North
1.5%
67.0%
14.0%
15.0%
2.5%
n/a
Carolina*
Oklahoma
1.8%
53.3%
10.5%
31.7%
2.7%
$318,294,278
Tennessee
5.0%
58.0%
0.0%
37.0%
0.0%
$375,728,217
Texas
20.0%
28.0%
26.0%
23.0%
3.0%
$3,933,000,000
Virginia
0.0%
46.6%
0.0%
31.7%
21.3%
$183,204,236
Average:
11.3%
46.0%
7.6%
27.4%
8.4%
$811,873,298
*Other includes federal financial aid and restricted funds other than Perkins. Arkansas’ federal
percentage breakdown includes all unrestricted educational and general funds, including Perkins.
Alabama and North Carolina’s “other” percentage breakdown does not include financial aid. These
two states included federal financial aid in the “Federal” category.

Table 4.6 lists the states that have the authority to utilize their general state
appropriation for capital construction. 23.1% of the surveyed states are eligible to use
these funds for capital construction.
Table 4.6

General State Appropriation Utilized for Capital Construction
State

General State Appropriation Can Be
Utilized for Capital Construction

Alabama
Arkansas
Delaware
Florida
Kentucky
Louisiana
Maryland
Mississippi
North Carolina
Oklahoma
Tennessee
Texas
Virginia
Percentage of States Allowed to
Utilize State Appropriation for
Capital Construction:

X
X

X

23.1%

The average percentage breakdown for capital outlay funds is broken down in
Table 4.7. Twelve of the thirteen states provided percentage breakdowns for capital
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outlay funds. Five of the twelve states reported local taxes and bonds. Specifically,
the State of Arkansas generates 100% through local taxes and bonds, with an average
of 30.1% of the total for the twelve responding states. With state taxes and bonds, the
twelve responding states reporting an average of 64.6%, while 5.0% reported funds
from another source.

Table 4.7

Average Percentage Breakdown for Capital Outlay Funds

State
Local Taxes/Bonds
State Taxes/Bonds
Other
Alabama
n/a
n/a
n/a
Arkansas*
100.0%
0.0%
0.0%
Delaware
0.0%
100.0%
0.0%
Florida
0.0%
92.0%
8.0%
Kentucky
0.0%
82.0%
18.0%
Louisiana
0.0%
100.0%
0.0%
Maryland
40.7%
59.3%
0.0%
Mississippi
48.6%
51.4%
0.0%
North Carolina
72.0%
27.9%
0.1%
Oklahoma
0.0%
95.0%
5.0%
Tennessee
0.0%
100.0%
0.0%
Texas
100.0%
0.0%
0.0%
Virginia
0.0%
71.3%
28.7%
Average:
30.1%
64.6%
5.0%
*Capital outlay funds in Arkansas are generated from local taxes, bonds and tuition.

Table 4.8 presents data concerning the total number of credit generating
students for 2006-2007. Twelve states reported data concerning their community and
technical colleges, with an average of 115,579 credit generating students (FTE). Nine
states reported data concerning their four-year colleges and universities, with an
average of 148,584 credit generating students (FTE).
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Table 4.8
State
Alabama
Arkansas
Delaware
Florida
Kentucky
Louisiana
Maryland
Mississippi
North Carolina
Oklahoma
Tennessee
Texas
Virginia
Average:

Total Number of Credit Generating Students for 2006-2007 (FTE)
Community and
Technical Colleges
126,079
33,465
10,931
286,755
50,730
39,020
100,606
55,490
151,221
48,374
n/a
387,420
96,857
115,579

Four-year Colleges
and Universities
n/a
71,471
n/a
150,933
82,926
127,651
105,041
60,249
n/a
89,107
n/a
406,991
242,888
148,584

A comparison between the average expenditure per student for community
and technical colleges and four-year colleges and universities is provided in Table
4.9.

Twelve of the thirteen states reported data regarding their community and

technical colleges, while eight of the twelve reported data from their four-year
colleges and universities.

A wide range of expenditures was reported for both

categories. For community and technical colleges, an average expenditure of $7,296
is allocated per-student, with Kentucky ($11,107) allocating the most and Oklahoma
($3,510) allocating the least. For four four-year colleges and universities, an average
of $9,434 is spent per student, with Mississippi ($13,783) allocating the most and
Oklahoma ($5,545) allocating the least.
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Table 4.9

Average Expenditure per Student for 2006-2007 (FTE)

State

Community and
Technical Colleges
n/a
$7,530
$8,602
$5,576
$11,107
$6,912
$7,920
$6,403
$5,062
$3,510
$8,006
$10,152
$6,766
$7,296

Alabama
Arkansas
Delaware
Florida
Kentucky
Louisiana
Maryland
Mississippi
North Carolina
Oklahoma
Tennessee
Texas
Virginia
Average:

Four-year Colleges
and Universities
n/a
$10,170
n/a
$4,497
n/a
n/a
$9,108
$13,783
$13,068
$5,545
$11,939
$7,359
n/a
$9,434

Funding formulas are utilized in a variety of different ways. Some states and
local governments utilize funding formulas for appropriating resources, while others
utilize formulas for the actual distribution process. According to data collected for
this study, every state with the exception of Alabama (92.3%) utilizes some type of
funding formula in the state appropriation process.
Table 4.10

Funding Formulas in State Appropriation Process
State

Funding Formula Utilized in
Appropriation Process?

Alabama
Arkansas
Delaware
Florida
Kentucky
Louisiana
Maryland
Mississippi
North Carolina
Oklahoma
Tennessee
Texas
Virginia

X
X
X
X
X
X
X
X
X
X
X
X

- 61 -

Table 4.10 (continued)

Percentage of States Utilizing
Funding Formulas

92.3%

As noted in Table 4.10, twelve of the thirteen states included in this study
report the use of a funding formula in the appropriations process. Table 4.11 lists the
actual process for developing and subsequently changing the funding formula.

Table 4.11

Process for Funding Formula Development and Change
State
Alabama
Arkansas
Delaware

Florida

Kentucky
Louisiana
Maryland

Mississippi

Process for Development and Change
No funding formula
Funding formula must be changed by legislative act.
All Delaware Higher Educational Institutions receive the
same annual percentage increases in their operating budgets
each year, and the same funding amount in the capital
budget appropriation regardless of need. Delaware’s lone
community college is currently proposing a revised funding
formula to the General Assembly.
Committee periodically reviews formula and presents
proposed changes to Council of Business Affairs (COBA)
of each community college. If COBA approves changes,
recommendations are submitted to Council of Presidents for
final approval.
Reviewed on periodic basis by a standing workgroup of the
Kentucky Community and Technical College System
President’s Leadership Team.
State law mandates that the Louisiana Board of Regents
oversee the state’s funding formula
The community college funding formula is a statutory
formula whereby funding is provided on a per student basis
to the institutions. The funding level is based on a
percentage of the state general fund per FTE level provided
to the four-year public colleges and universities in the prior
year. This funding is then multiplied by each community
college’s audited eligible annual FTE enrollment from two
years prior.
Mississippi Senate Bill 2364, known as the Mid-Level
Funding Bill, was passed during the 2007 Legislative
Session. This bill endorses a state funds per student
funding formula for community colleges that is midway
between per student funding for K-12 students and regional
public universities.
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Table 4.11 (continued)
North Carolina

Funding formula directed by the North Carolina General
Assembly, in authorized studies thereof.
Formula is reviewed annually. Comparisons of peer
institutions are utilized in process.
Tennessee Higher Education Commission possesses
statutory responsibility in updating or changing formula.
Formula is established by state statute. Formula advisory
committee considers changes.
The Virginia State Council for Higher Education employs a
funding model that determines allocation distribution.

Oklahoma
Tennessee
Texas
Virginia

Table 4.12 describes the reliance on funding formulas. 41.7% of respondents
note that state funding is based on a mathematical formula. No state reported a
formula based on justification of increases, while 50% reported that state funding is
based on a mathematical formula, but justification of increases must also be provided.
As noted in the table, the Florida funding model is utilized to distribute cost and
allocation increases or reductions.
Table 4.12

Reliance on Funding Formulas

State

Alabama (no
existing formulas)
Arkansas
Delaware
Florida*
Kentucky
Louisiana
Maryland
Mississippi
North Carolina
Oklahoma
Tennessee
Texas

State Funding Based
on Mathematical
Formula

State Funding
Based on
Justification of
Increases

State Funding Based on
Mathematical Formula, but
Justification of Increases Must
Also Be Provided

X
X
X
X
X
X
X
X
X
X
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Table 4.12 (continued)
Virginia
X
Average
41.7%
0.0%
50.0%
*The Florida funding model is utilized to distribute cost and allocate additional funding and
reductions.

The survey also explored the most common functions for funding formula
expenditures.

According to results reported in Table 4.13, the most common

functions include instruction, instructional resources, student services, and
administration (all at 91.7%).

Other functions include research (41.7%), public

service (66.7%), operations (75.0%) and other (50.0%).
Table 4.13

Common Functions for Funding Formula Expenditures

State

Instruction

Arkansas
Delaware
Florida
Kentucky
Louisiana
Maryland
Mississippi
North
Carolina
Oklahoma
Tennessee
Texas
Virginia
Average:

X
X
X
X
X
X
X
X
X
X
X
91.7%

Research

X
X

X
X
X
41.7%

Public
Service

Instruct.
Resources

Student
Services

Admin.

Operations

X

X

X

X

X

X
X
X
X
X
X

X
X
X
X
X
X

X
X
X
X
X
X

X
X
X
X
X

X
X
X
X
91.7%

X
X
X
X
91.7%

X
X
X
X
91.7%

X
X

X
X

X
75.0%

50.0%

X
X
X

X
X
X
X
66.7%

Other

X
X
X
X

Table 4.14 describes the utilization of funding formulas. Of the twelve states
that reported the use of funding formulas, 41.7% reported that the funding formula
determines the allocation of funds, while 58.3% reported that the funding formula
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determines how funds are distributed to individual institutions. 25.0% of responding
states reported a separate utilization of the formula.
Table 4.14

Utilization of Funding Formula

State

Formula Determines
Allocation of Funds

Alabama (no
existing formulas)
Arkansas
Delaware
Florida
Kentucky
Louisiana
Maryland
Mississippi
North Carolina
Oklahoma
Tennessee
Texas
Virginia
Average:

Formula Determines How
Funds are Distributed to
Individual Institutions
X

X

X
X
X

X
X

X
X

X
X
X
41.7%

58.3%

Table 4.15 outlines the factors that drive existing funding formula methods,
including enrollment, space utilization, comparison with peer institutions, and other
factors. All of the participating states reported the use of certain factors with the
exception of Alabama, which has no existing formulas. A very high percentage of the
participating states reported that enrollment (91.7%) drives their formula. Other
common factors include space utilization (25.0%), comparison with peer institutions
(33.3%), and other factors (50.0%).
Table 4.15
State

Funding Formula Methods (What drives the formula?)
Enrollment

Space Utilization
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Comparison with Peer
Institutions

Other

Table 4.15 (continued)
Alabama (no
existing
formulas)
Arkansas
Delaware
Florida
Kentucky
Louisiana
Maryland
Mississippi
North Carolina
Oklahoma
Tennessee
Texas
Virginia
Average:

X
X
X
X
X
X
X
X
X
X
X
91.7%

X
X
X

X
X

X
X
X

X

X
X

X
X

25.0%

33.3%

50.0%

As noted in Table 4.15, enrollment exists as the most prominent factor in
funding formula methods. In order to determine the impact of enrollment in the
process, community college systems must base figures on either projected or previous
year’s enrollment. Of the eleven states that reported enrollment as a factor, 9.1%
base the figures on projected enrollment, while 90.9% base the figures on previous
year’ enrollment. Tennessee listed a separate factor for the determination.
Table 4.16

State
Arkansas
Florida
Kentucky
Louisiana
Maryland
Mississippi
North Carolina
Oklahoma
Tennessee

Enrollment and Funding Formula (Driven by projected or previous
year enrollment?)
Projected Enrollment

X

Previous Year’s
Enrollment
X
X
X
X
X
X
X
X

Other

X
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Table 4.16 (continued)
Texas
Virginia
Average:

X
X
90.9%

9.1%

9.1%

Another important aspect of the research conducted for this study includes the
amount of funding per student provided by the states. Participating states reported an
average expenditure of $7,413.50 per student for public state universities, and
$4,292.86 per student for public K-12. The states reported funding their public
community college students the least, at $3,228.33 per student.
Table 4.17

State Funding Amount per Student

State

Public K-12

Florida
Kentucky
Maryland
Mississippi
North Carolina
Oklahoma
Tennessee
Texas
Virginia
Average:

$3,675
n/a
$5,408
$4,061
$5,738
$3,189
$3,804
n/a
$4,175
$4,292.86

Public Community
Colleges
$3,793
$2,490
$2,570
$3,877
$4,031
$1,556
$4,685
$1,861
$4,192
$3,228.33

Public State
Universities
$6,232
n/a
$9,288
$7,220
$11,295
$5,555
$5,553
$6,149
$8,016
$7,413.50

Dual and concurrent enrollment is another major finance issue for community
colleges. All of the participating states reported the reception of state funds for dual
and concurrently enrolled K-12 students with the exception of Alabama. As indicated
in Table 4.18, the level of support offered for dual and concurrent enrollment varies
greatly depending on the state.
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Table 4.18
State

Dual and Concurrent Enrollment
State Support for Dual/Concurrent
Enrollment of K-12 Students?

Alabama
Arkansas

X

Delaware

X

Florida

X

Kentucky

X

Louisiana

X

Maryland

X

Mississippi

X

North Carolina

X

Oklahoma

X

Tennessee

X

Texas

X

Virginia

X

Level of Support and Source
n/a
Dual / Concurrent enrollment generates
funding similar to other enrollment
data.
Most of the financial support is
received by one community college for
advanced placement students in a
specified academic program.
Dual / Concurrent students receive state
support for instruction and other
support services. These students are
not required to pay tuition and fees, but
are counted in the overall FTE.
Enrollment of dual / concurrent
students occurs within the same
funding structure that KCTCS receives
as part of the state appropriation. A
separate amount is passed for students
enrolled in a special academic program.
State funds from the Louisiana Board
of Regents appropriated for
dual/concurrent enrollment of K-12
students.
Student enrollment based on total
enrollment of dual enrollment.
All dual semester credit hours
generated by K-12 students are divided
by 24 in order to determine the amount
of FTE’s. Twenty-four SCH computes
to 1 FTE in the funding formula used to
distribute funds.
Dual / Concurrent enrollment generates
funding similar to other enrollment
data.
Institutions waive resident tuition for
dual /concurrent students and are
subsequently reimbursed by State
Regents. Students are responsible for
fees, books, and related charges.
Dual / Concurrent enrollment generates
funding similar to other enrollment
data.
Dual enrollment contact hours
generated are inserted into the state’s
funding formula.
Virginia receives state funding for instate FTE (30 credit hours). For every
30 hours of credit taken, VCCS
receives funding for one FTE.
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Part III: Tuition and Fees
Table 4.19 illustrates the wide range of tuition rates charged by community
colleges. Since tuition rates were reported in a variety of different formats, the
researcher chose not to calculate an average. However, the ranges provided by the
states are helpful in illustrating rising tuition rates. According to the data, Texas
reported the lowest minimum tuition rate at $144, as well as the lowest maximum rate
at $708. Maryland reported the highest average tuition rate at $2,649.
Table 4.19

Tuition Range for State’s Public Community Colleges (Full-time,
Tuition Only)

State
Minimum Tuition
Maximum Tuition
Average Tuition
Alabama
$2,130
$2,130
$2,130
Arkansas
$1,350
$2,130
$2,020
Delaware
$1,086
$1,086
$1,086
Florida
$1,272
$1,634
$1,627
Kentucky*
$115 per SCH
$115 per SCH
n/a
Louisiana
$636
$766
$708
Maryland
$2,310
$3,300
$2,649
Mississippi
$550
$925
$796
North Carolina
$1,344
$1,344
$1,344
Oklahoma
$1,425
$2,640
$1,790
Tennessee
$2,230
$2,230
$2,230
Texas
$144
$708
$432
Virginia
$2,285
$7,705
$2,285
*Kentucky’s tuition rate, inclusive of all fees, is $115 per student credit hour regardless of the student
credit hours taken.

A similar pattern is illustrated with tuition and fees. As illustrated in Table
4.20, Texas ($683) and Mississippi ($861) offered the lowest average tuition and fees
package, with Maryland ($3,103) again offering the most expensive.
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Table 4.20

Tuition Range for State’s Public Community Colleges (Full-time,
Tuition and Fees)

State

Minimum Tuition
Maximum Tuition and
Average Tuition
and Fees
Fees
Including Fees
Alabama
$2,700
$3,060
$2,871
Arkansas
$1,440
$2,510
$2,323
Delaware
$1,246
$1,246
$1,246
Florida
$1,644
$2,096
$2,018
Kentucky*
$115 per SCH
$115 per SCH
n/a
Louisiana
$880
$999
$928
Maryland
$2,336
$3,965
$3,103
Mississippi
$712
$960
$861
North Carolina
$1,444
$1,444
$1,444
Oklahoma
$2,101
$2,640
$2,421
Tennessee
$2,455
$2,507
$2,482
Texas
$440
$901
$683
Virginia
$2,405
$7,914
$2,404.50 (median)
*Kentucky’s tuition rate, inclusive of all fees, is $115 per student credit hour regardless of the student
credit hours taken.

Table 4.21 provides data on state appropriations to public educational entities.
As the data illustrates, the percentage of state funding to educational entities varies
greatly. The State of Louisiana provides the least amount of funding for public K-12
institutions at 53.0% of their total educational budget.

The State of Delaware

appropriates the highest percentage of its budget (83.0%) to K-12. Overall, the states
reported appropriating an average of 70.9% of their total educational budget on K-12
institutions. Public four-year colleges and universities received the second highest
percentage (20.6%) of the educational budget, with Maryland (4.0%) receiving the
smallest percentage and Texas (50.0%) receiving the largest. Public community
colleges receive the smallest share of the state’s educational budget with an average
of only 10.9%. Of note, the State of Louisiana appropriates only 3.0% of their
educational budget to community colleges, with Alabama (19.6%), Maryland
(18.0%), North Carolina (22.0%) and Texas (18.9%) offering increased amounts.
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Table 4.21

State

Select Data on State Appropriations to Public Educational Entities
(Percentage of State Funding to Educational Entities)
Public K-12

Public Community
Colleges

Public Four-Year
Colleges and
Universities
*Alabama
66.7%
19.6%
8.1%
Delaware
83.0%
5.0%
12.0%
Florida
70.0%
8.0%
22.0%
Louisiana
53.0%
3.0%
44.0%
Maryland
78.0%
18.0%
4.0%
Mississippi
72.7%
6.5%
20.8%
North Carolina
70.0%
22.0%
8.0%
Oklahoma
66.8%
4.8%
19.6%
Tennessee
74.0%
8.0%
18.0%
Texas
n/a
18.9%
50.0%
Virginia
75.1%
5.8%
19.6%
Average:
70.9%
10.9%
20.6%
*The State of Alabama appropriates 5.6% of their total allocation to other educational institutions.

Part IV: Performance-Based Funding
Many of the states also reported a performance-based budgeting requirement
in their community college funding process. Florida, Louisiana, Mississippi, North
Carolina, Oklahoma and Texas reported the requirement with certain performance
indicators involved in the process. Table 4.22 lists the performance indicators.
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Table 4.22
State

States Requiring a Performance-Based Budgeting Process

Florida

Performance-Based Budgeting
Requirement
X

Louisiana

X

Mississippi

X

North Carolina

X

Oklahoma

X
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Performance Indicators Utilized in
Process
Efficiency (time to degree), college
preparatory instruction completers,
apprenticeship, Associate of Arts and
Associate of Science degrees awarded, adult
high school completers, G.E.D. awards,
postsecondary adult vocational program
completers, adult literacy student gains,
placement of program completers, and
service to “harder-to-serve” students. A
“critical needs” category recently added
which rewards colleges for producing
workers in high-demand areas.
Increase headcount numbers by specified
percentage, increase minority headcount
numbers by specified percentage, increase
percentage of first-time, full-time degreeseeking freshmen retained to second year in
post secondary education, increase the
three/six year graduation rate in public
postsecondary education by rate.
Cumulative GPA comparison of community
college students attending four-year
institutions compared to native students at
same institution, Associate Degree nursing
graduates’ passage of state board nursing
exam (specified percentage of passing), 100
percent of faculty have met academic and
professional preparation criteria, 92 percent
of vocational-technical students “positively
placed,” total cost of FTE at specified
amount, specified percentage for
completion of safety and health program,
specified percentage for student and
employee injuries on campus grounds.
Progress of basic skills students, passing
rate for licensure and certification
examinations, performance of students who
transfer to four-year institutions, passing
rates in developmental courses, success
rates of developmental students in collegelevel courses, level of satisfaction of
students completing programs, curriculum
student retention and graduation, client
satisfaction with customized training.
Retention rates, graduation rates and
number of degrees conferred. Remaining
indicators based on measures chosen by
individual institution.

Table 4.22 (continued)
Texas

X

Performance measures are part of the
allocation process but not directly linked to
budget allocations.

Part V: Miscellaneous Finance Issues
Five states provided compensation ranges for their community colleges’
adjunct instructors. The low response rate is primarily due to the fact that most
respondents indicated that their community colleges have the capacity to establish
their own rate for adjunct instructors, making the data difficult to receive. The
average minimum per three hour course was calculated to be $1,476, with an average
maximum per three hour course at $2,046.

Table 4.23

Select Compensation Ranges for Adjunct Instructors

State
Delaware
Kentucky
Louisiana
Mississippi
Tennessee
Average:

Minimum per 3 Hour
Course
$1,530
$1,350
$1,500
$1,350
$1,650
$1,476

Maximum per 3 Hour
Course
$2,400
$2,175
$1,500
$2,055
$2,100
$2,046

Community colleges continue to play a central role in each state’s workforce
development initiative. Ten of the states, including Alabama, Arkansas, Delaware,
Kentucky, Louisiana, Maryland, Mississippi, North Carolina, Texas and Virginia,
reported workforce development funding from their respective state governments
(76.9%).

Table 4.24 also indicates the lack of workforce development funding

formulas evident in the participating states.
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Table 4.24

State
Alabama
Arkansas
Delaware
Florida

Workforce Development Funding (Does your state appropriate
workforce development funds to community colleges?)
Workforce
Development Funding
from State?
X
X
X

Workforce Development
Funding Formula?

Description of
Workforce Development
Funding Formula
n/a
n/a
n/a
n/a

No formula
No formula
No formula
No workforce
development funding
Kentucky
X
No formula
n/a
Louisiana
X
No formula
n/a
Maryland
X
No formula
n/a
*Mississippi
X
No formula*
n/a
North Carolina
X
No formula
n/a
Oklahoma
No workforce
development funding
Tennessee
No workforce
development funding
Texas
X
No formula
n/a
Virginia
X
No formula
n/a
Average:
76.9%
0.0%
n/a
*Mississippi receives workforce development funding from unemployment taxes, state and federal
funds

A variety of different workforce development funding sources is available to
each state, as indicated in Table 4.25. Most states report workforce development
appropriations from the state general fund. The State of Mississippi offers perhaps
the most unique set of funding sources. Specifically, the state allocates a certain
percentage of the unemployment taxes into a workforce enhancement fund. This
translates to a significant funding source for the state’s community college workforce
education efforts (approximately $22 million in the last fiscal year). In addition,
Mississippi also receives a general fund appropriation ($3.18 million in the past fiscal
year) and federal funds from the United States Department of Education and
Department of Labor ($6.5 million from USDOE and $4.9 million from the DOL in
the last fiscal year).
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Table 4.25
State
Alabama
Arkansas
Delaware
Florida
Louisiana
Maryland

Mississippi
North Carolina
Oklahoma
Tennessee
Texas
Virginia

Workforce Development Funding Sources
Workforce Development Funding Sources
General fund, education trust fund, operations and maintenance,
prison education, and special populations
Corporate income tax for workforce education, including noncredit workforce activities
Workforce Investment Act vouchers, “blue collar” training
No workforce development funding
State appropriation for community college construction costs
Higher Education Investment Fund, which provides funding
through the Maryland Higher Education Commission for
Workforce Development activities associated with military base
realignment and closure activities in the state. Colleges also
receive federal funding through the Workforce Investment Act.
Unemployment tax, state funds, federal funds
State taxes for new and expanding industries, focused industrial
training, and small business centers
No workforce development funding
No workforce development funding
Workforce development funds flow from the local state
workforce agency on a grant basis
Virginia appropriates workforce related funding through
general fund

A variety of emerging finance issues were reported by the states and listed in
Table 4.26.
Table 4.26
State
Arkansas

Delaware

Emerging Finance Issues
Emerging Finance Issues
The Arkansas Department of Higher Education is attempting to have
performance funding measures included in the funding formula for
retention, graduation, and for enrollment at semester’s end instead
of utilizing census date enrollment.
Increased capital funding for deferred maintenance and capital
expansion in order to meet growing demand. Delaware’s
community college receives the same funding amount as each of the
state’s four-year institutions regardless of need. A new funding
process has been proposed and is currently being considered.
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Table 4.26 (continued)
Florida
Kentucky
Louisiana

Maryland
Mississippi
North Carolina
Oklahoma
Tennessee

Texas
Virginia

Emerging issues include declining state support, proposed changes
in governance, distance learning, and the conferment of
Baccalaureate degrees.
Kentucky is facing state budget shortfalls and cuts, compliance with
new auditing standards, and maximizing resources.
The State of Louisiana is struggling to receive additional state
funding for student enrollment growth. In addition, the state is
attempting to receive additional funding for technical education in
order to meet the southern average for peer institutions.
Emerging issues include affordability, diversity, college
preparedness, and cost of remediation.
Mississippi community colleges are beginning to utilize financial
ratios in analyzing their financial positions, a process encouraged by
SACS.
The North Carolina Community College System (NCCCS) is
attempting to increase their percentage share of the state general
fund education amount.
Emerging issues include declining state support and the
organization’s ability to deal with enrollment, graduation and
retention.
The Tennessee Board of Regents (TBR) is concerned that
community college tuition levels in the state are approximately 14%
above the Southern Regional Education Board (SREB) peer
average.
Emerging issues include the allocation of state funds to community
colleges for health benefits, and accountability in meeting state
education objectives.
The Virginia Community College System (VCCS) is only at 87% of
funding to guidelines with a shortfall of $97,123,660. The State of
Virginia is facing revenue shortfalls which will impact VCCS’ state
funding.
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CHAPTER V
SUMMARY AND RECOMMENDATIONS
Introduction
The purpose of this study was to examine community college funding trends
in other southern states in an effort to discover advantages associated with a stable
funding process in Mississippi. The study used an adapted version of a finance
survey, which was initially developed and utilized in 2000 by the Center for
Community College Policy at the Education Commission of the States (ERC). As
previously noted, the ERC survey focused on five finance areas, including state
appropriations to community colleges, general finance issues, enrollment funding and
student share of cost, state support for special programs, and accountability. The
finance survey was emailed to the financial personnel of the SREB states’ community
college governing boards, with the exception of Georgia, which refused to participate
in the study. The other fifteen community college governing boards agreed to accept
the voluntary survey, with thirteen of the fifteen completing and emailing the
researcher the survey. South Carolina and West Virginia failed to submit their
completed surveys for this study. Therefore, thirteen of the sixteen SREB states
completed questionnaires for the study, which computes to a response rate of 81.3%.
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Summary and Conclusions
Community colleges remain vital to this country’s higher education system.
The long standing traditions of open-door admissions policies, low tuition rates and
accessibility have offered higher education to individuals who otherwise would have
never received it. At the same time, community colleges are struggling to maintain
this mission as institutions receive less public revenue than ever before. Community
colleges depend on state and local revenues more than any other higher education
entity, and the need to develop stable funding has never been more important.
Perhaps the most common theme among the SREB states participating in this study
revolved around the need for not only an increase in state and local funding, but for
an equitable, stable funding process that allows community colleges to remain true to
their original missions.
The State of Mississippi, a pioneer in the community college movement as
evidenced by its creation of the first statewide system, faces increased financial
challenges with fifteen total public community and junior colleges. Education has
been a consistent theme in the state’s political climate, but funding trends have
consistently shown that community colleges are secondary to the state’s four-year
colleges and universities and public K-12 systems. According to the Mississippi
Association of Community and Junior Colleges (2007), direct state funding for
community colleges has been reduced by 3.6% since FY 2000, while public
university support has been increased by 9% and K-12 support by almost 41% over
the same time period. The Mississippi Legislature had historically utilized a formula
which allocated funds to community and junior colleges after an overall funding
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amount was approved. The state’s funding process changed in 2007, when the
Legislature approved the Mid Level Funding Bill (Senate Bill 2364), which supported
a formula that funded community colleges at the midway point between per student
funding for K-12 and regional public universities. The need for this study is
increasingly important as a result of this change, as elected officials are beginning to
understand the necessity of an equitable funding process.
According to research conducted for this study, many SREB states are also
beginning to rethink the funding process for their community colleges. The Arkansas
Department of Higher Education is advocating the inclusion of performance funding
measures in their funding formula. The Delaware community college funding
process is extremely inequitable, as the state’s sole two-year institution receives the
same appropriation method as four-year institutions regardless of need. The
Delaware Technical and Community College is actively pursuing an alternative
funding process which enables the institution to receive equitable, stable funding.
Florida community colleges have experienced declining state support over the past
few years, which is a recurring them among systems operating within the SREB, and
a proposed change in governance structure is being openly debated. Declining state
support for community colleges is also being experienced in Kentucky, Louisiana,
Oklahoma, and Virginia.
As noted, the Mississippi State Board for Community and Junior Colleges is
also exploring new funding techniques. The recent Mid-Level Funding Request and
subsequent passage of Senate Bill 2364 in 2007 has changed the funding landscape in
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the state, but issues still remain. The research presented in this study attempted to
answer the following question:
How are community colleges in the Southern Regional Education Board
(SREB) states funded, and what advantages may be available to Mississippi if
a stable funding mechanism is employed?
In order to answer the research question, a modified community college finance
survey was emailed to the state’s community college system or governing board. As
the study progressed, it became apparent that the research should be presented in a
report format, since the study’s audience will most likely be composed of officials
with a vested interest in the financial data, such as community college governing
board personnel, community college administrators, and elected officials on both the
state and local levels. Interpretation of the survey data was performed in chapter four.
Results of the research conducted for this study produced several interesting
findings. First of all, with the exception of Alabama, all of the surveyed states
reported the utilization of funding formulas in the appropriation process to a certain
degree. At the same time, states define their use of funding formulas in a variety of
different ways. Some states acknowledge mathematical formulas in place simply to
allocate funds to their individual community colleges. Others have fairly complex
formulas that allocate funding based on enrollment and other factors. Data collected
for this study, however, present a clear delineation between the funding process of
states that utilize formulas based on actual institutional needs and those that rely on
formulas strictly as an allocation tool.
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The concept of community college governance is another major finding of this
study. With regard to state appropriations, five states reported that funding is
received via a single line item to the state community college board, two reported that
a single line item appropriation is allocated to all postsecondary institutions, and four
reported individual appropriations to each individual community college. Local tax
revenue is also received by most SREB states. It should be noted, however, that local
tax revenue is allocated in a variety of different ways, including sales tax percentages,
general revenues, corporate income taxes, special sales taxes and property taxes.
Perhaps most important, most of the community college systems that fall under a
centralized state governing system receive the majority of their support through state
funding. Finally, tuition and fees continue to rise among community colleges in the
SREB states, which undermines the institutions’ ability to maintain their inherent
open-door policies.
In addition, the SREB states have continued the trend of exploring the benefits
of applying funding formulas in their state appropriation allocation process. The
formulas are applied in a variety of different ways depending on the state, with almost
all utilizing formulas for instruction, instructional resources, student services and
administration. However, a general consensus regarding the importance of a stable
funding formula exists to a large extent. Another trend revolves around the utilization
of funding formulas for accountability and service. Six states, including Florida,
Louisiana, Mississippi, North Carolina, Oklahoma and Texas, reported the
requirement of performance-based budgeting. The development of performance
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indicators is gaining more attention from the states and will almost certainly become
an integral part of the funding process in years to come.
Stable state funding would also present specific advantages to the State of
Mississippi. First of all, stable funding would allow the state’s community colleges
to develop certain economic development incentives geared towards their particular
district. Each of the fifteen community college district have economic development
needs and goals unique to their particular service area, and stable funding would
allow each college the opportunity to more effectively plan and administer these
objectives. Second, stable funding would allow each institution the opportunity to
expand and enhance workforce development efforts, which is arguably one of the
most valuable assets of Mississippi community colleges. The existence of stable
funding on a yearly basis would help make workforce development activities more
central to the mission of each of the state’s community colleges.

Recommendations
The following recommendations are made as a result of this study:
1.

The State of Mississippi should reconsider how its public community
colleges are governed. As noted, the state’s community colleges
receive only 6.5% of the total educational appropriation. Many
community colleges have historically existed as products of their local
environment, and Mississippi is no exception, receiving almost 14.4%
of its general operating funds from local sources in the 2006-2007
academic year.
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2.

Continue to support full funding for the Mid-Level Funding Bill. All
of the states participating in this study receive revenue from a variety
of different sources and all acknowledge funding issues that should be
addressed in order to provide adequate services. The mid-level
funding technique initiated by the SBCJC and the MACJC is an
innovative approach that addresses the inequitable process in a
straightforward manner. Community colleges, especially in the SREB
states, exist as the only higher education opportunity for most
individuals. At the same time, community colleges are finding it
increasingly difficult to attract and retain qualified instructors, due in
part to the increase in funding to K-12 institutions. Community
college leaders should continue to press the state’s elected officials to
ensure that this innovative funding technique receives full and
continued support.

3.

Conduct periodic surveys of peer institutions in other SREB states.
Salaries offered to Mississippi community college instructors continue
to fall behind not only other SREB states, but also those in public K-12
systems. Numerous community college presidents and administrators
have openly discussed their inability to attract and retain instructors
due to competition with public K-12 systems in their district. The
MAEP has greatly improved the salary and benefits packages offered
to K-12 personnel, and a similar impetus should be placed on
community college instructors.
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4.

Continue to develop community college alumni associations and
foundations. The Mississippi community and junior college system is
arguable the most prominent in the country, and alumni often have an
attachment and sense of identity with their former institutions. Many
community colleges have previously established alumni associations
and fundraising offices, but several have now realized the potential
financial benefits and broadened their efforts in this capacity.

5.

Increase awareness of the state’s community and junior colleges.
Mississippi’s community and junior colleges continue to play a vital
role in the state’s education system. The institutions open-door
policies provide higher education to those who would otherwise not
receive it. At the same time, public K-12 and four-year institutions
receive the majority of the state’s support, both financially and
politically. Increased publicity efforts have the potential to alleviate
this trend, and an equivalent MAEP Act for community colleges might
become available.
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An Exploration of Community College Funding Patterns in Sixteen
Southeastern States
What is the purpose of this research project? The purpose of this research project
is to obtain data to be utilized for a dissertation project (I am a current doctoral
student in the Community College Leadership Program at Mississippi State
University). The dissertation will provide an analysis of state funding patterns of 15
southern states. There are no anticipated risks involved in this study.
How will the research be conducted? I will send a questionnaire to the Financial
Officers of each of the 15 Southern states involved in the study.
Are there any risks or discomforts to me because of my participation? There are
no anticipated physical risks to the survey respondents.
Does participation in this research provide any benefits to others or myself?
Your participation in this study will provide information regarding your state’s
funding process to your community college system. Results of this dissertation may
provide beneficial information to the State of Mississippi as officials seek a more
equitable funding process.
Will this information be kept confidential? You will be asked via email if you will
permit information from the questionnaire to be utilized in this dissertation. You will
be asked about confidentiality in the email that contains the voluntary questionnaire.
Returning the questionnaire indicates consent to utilize your information in my
dissertation. The dissertation will provide results of the questionnaire completed for
this study. Specifically, each of the participating states will be listed and the
information will be categorized by state. Each questionnaire participant’s name, title,
and state governing board will be placed in an appendix of this dissertation. Please
retain a copy of this informed consent for your records.
Who do I contact with research questions? If you should have any questions about
this research project, please feel free to contact Jeff Markham at 662-325-3328, or my
dissertation advisor, Dr. Ed Davis, at 662-325-2281. For additional information
regarding human participation in research, please feel free to contact the MSU
Regulatory Compliance Office at 662-325-3294.
What if I do not want to participate? Please understand that your participation is
voluntary, your refusal to participate will involve no penalty or loss of benefits to
which you are otherwise entitled and you may discontinue your participation at any
time.
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Jeff Markham
Community College Finance Survey
307 Fairfield Drive
Starkville, MS 39759
February 1, 2008
Dear Community College Financial Officer:
I am currently a doctoral student in the Community College Leadership Program at
Mississippi State University. My dissertation topic concerns state funding for
community colleges.
As part of my research, I am asking financial officers of each community college
system to complete a questionnaire that describes the funding process in your
respective state.
Please read the information on the back of this letter that will explain how the
research will be used and who you may contact with questions. If you would like to
participate, please fill out the survey and mail it to Jeff Markham, 307 Fairfield Drive,
Starkville, MS 39759, email it to jeff@sig.msstate.edu, or fax it to 662-325-3772.
This research has the potential to assist state’s with achieving an equitable funding
process for their respective community colleges.
If you have any questions please feel free to contact me at 662-325-3770, or my
advisor, Dr. Ed. Davis at 662-325-2281.
Sincerely,

Jeff Markham
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The state appropriations process varies from state to state. This survey instrument, which has
been adapted with permission from the Education Commission of the State’s “State Funding
for Community Colleges: A 50 State Survey,” is intended to gather information regarding
your board’s procedures for planning, developing and gaining approval for your community
college budgets.

I.

Enrollment
Of the total amount of students enrolled in your state’s post-secondary institutions,
please list the following percentages:
Percentage of freshmen enrolled in community colleges________
Percentage of freshmen enrolled in public four-year colleges and
universities_________
Percentage of students enrolled in your state’s community colleges_______
Percentage of students enrolled in your state’s four-year colleges and
universities___________
Percentage of in-state students enrolled at your state’s community colleges____
Percentage of in-state students enrolled at your state’s four year college and
universities________

II.

State Funding Process
A.

Role of the state community college board in the appropriations process:
1.

How are funds appropriated to community colleges?

Single line item to state community college board

Single line item to all postsecondary institutions (including all
community colleges and four-year public educational
institutions)

Individual appropriation to each individual community college

Other. Please specify
___________________________________________________
___________________________________________________
___________________________________________________
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2.

Please list the current revenue sources for community college
appropriations in your state:
_________________________________________________________
_________________________________________________________
_________________________________________________________

3.

Do community colleges in your state receive local tax revenue?
 Yes
 No

4.

If community colleges in your state receive local tax revenue, is the
millage rate specific to each community college and district? In other
words, how is local tax revenue allocated to each community college?
_________________________________________________________
_________________________________________________________
_________________________________________________________
One specified millage rate for all community colleges?
_________________________________________________________
_________________________________________________________
_________________________________________________________

5.

Please list the sources for local tax revenue in your state.
_________________________________________________________
_________________________________________________________
_________________________________________________________
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6.

What was the percentage breakdown of general operating funds for
community colleges in your state for 2006-2007?
Federal (include all Perkins funds) %_______
State %_______
Local %_______
Student Tuition Fees %_______
Other: (please specify) (include federal financial aid %
and restricted funds other than Perkins here) $_______
Total amount of general operating funds $_______

7.

Can your general state appropriation be used for capital
construction?
 Yes
 No

8.

Please list the average percentage breakdown for capital outlay funds
for the 2006-2007 year:
SOURCES:
Local taxes/bonds

PERCENTAGE:
%_______

State taxes/bonds

%_______

Other (please specify)

%_______

_________________________________________________________
_________________________________________________________
_________________________________________________________
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Please indicate the total number of credit generating students in each of the following
categories for 2006-2007:
Institution

Unduplicated Head
Count

FTE

Vocational Schools
Community/Tech.
Colleges
4-year State Colleges and
Universities
4-year Research
Universities
Please provide the average expenditure per student FTE for 2006-2007:
Institution
FTE Expenditure
Vocational Schools
Community/Tech Colleges
4-year State Colleges and
Universities
4-year Research
Universities
*Definition: FTE expenditure = total E&G / total FTE
a) What is the amount of state support per FTE?
_________________________________________________________
_________________________________________________________
_________________________________________________________
b) How is FTE calculated? (For example, one FTE=at least 12 hours)
_________________________________________________________
_________________________________________________________
_________________________________________________________
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c) If different than FTE, please explain.
_________________________________________________________
_________________________________________________________
_________________________________________________________
10.

Does your state currently employ a funding formula for
community college appropriations?
 Yes
 No
a) If yes, what is the process for developing and/or changing the
formula?
_________________________________________________________
_________________________________________________________
_________________________________________________________
b) Please categorize your state’s reliance on funding formulas:
 Funding formula exists as a mathematical formula utilized as the
basis for state funding
 State funding is based on justification of increases
 Mathematical formulas are utilized, but justification of increases
must also be provided
c) Please indicate the common functions for your formula’s
expenditures (check all that apply)
 Instruction
 Research
 Public Service
 Instructional Resources / Media Support
 Student Services
 Administrative Support / Services
 Plant Operations / Maintenance
 Other
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d) Is your funding formula used:
 To determine the total funds that should be allocated to community
colleges, or
 To determine how the allocated funds are distributed to the
individual institutions, or
 Other:
_________________________________________________________
_________________________________________________________
_________________________________________________________
e) How closely does the final state appropriation reflect what would be
expected under the funding formula?
_________________________________________________________
_________________________________________________________
_________________________________________________________
f) What drives the formula?
 Enrollment
 Space utilization
 Comparison with peer institutions
 Other:
_________________________________________________________
_________________________________________________________
_________________________________________________________
g) If your formula is based on enrollment, are your community
colleges funded based on:
 Projected enrollment
 Previous year’s enrollment
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h) If your formula funds on the basis of projected enrollment, what are
the consequences of not meeting the projected enrollment target?
_________________________________________________________
_________________________________________________________
_________________________________________________________
10. Please provide the state funding amount per student for the following
entities:
Public K-12 $____________
Public Community Colleges $_____________
Public State Universities $____________
11. a) Does dual/concurrent enrollment of K-12 students generate any state
support for community colleges?
 Yes
 No
b) If yes, please describe the level of support and its source.
_________________________________________________________
_________________________________________________________
_________________________________________________________
c) Are concurrently enrolled students charged tuition?
 Yes
 No
d) If yes, who pays the tuition?
_________________________________________________________
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_________________________________________________________
_________________________________________________________

III.

Tuition & Fees SectionIII
1. Please provide the tuition range for your state’s community colleges:
_______Minimum to _________Maximum (tuition only)
_______Minimum to _________Maximum (tuition plus fees)
Average Tuition for all community colleges__________
Average tuition for all community colleges plus fees____________
2. Please provide the tuition range for your state’s four-year colleges and
universities:
_______Minimum to _________Maximum (tuition only)
_______Minimum to _________Maximum (tuition plus fees)
Average Tuition for all four-year colleges and universities__________
Average tuition for all four-year colleges and universities plus fees____________
2. Please provide the tuition range for cost per-hour for your state’s community
colleges:
_______Minimum to _________Maximum (tuition only)
_______Minimum to _________Maximum (tuition plus fees)
2. Please provide the tuition range for cost per-hour for your state’s four-year colleges
and universities:
_______Minimum to _________Maximum (tuition only)
_______Minimum to _________Maximum (tuition plus fees)
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Please provide the state appropriation percentage breakdown for the following
educational entities:
Public K-12 schools_________% of state’s educational funding
Public community colleges__________% of state’s educational funding

IV.

Public four-year colleges and universities_______% of state’s educational funding
Performance-Based Funding Section
1. Does your state require a performance-based budgeting process?
 Yes
 No
2. If your state requires performance-based budgeting, please list the performance
indicators utilized in the process:
_____________________________________________________________________
_____________________________________________________________________
_____________________________________________________________________
b) Is performance on these indicators linked to budget allocations?
 Yes
 No
c) If yes, what percentage of the overall budget is specifically linked to these
indicators?
_________%
d) Is this percentage of funding:
 Derived from reallocation of existing community college budgets
 Based on "new money" added on top of the existing base budget
 Other – (Please specify)
_________________________________________________________
_________________________________________________________
_________________________________________________________

V.

Miscellaneous Finance Issues
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1.

Please provide the compensation range for your state’s
Adjunct Instructors:________
Minimum per 3 hour course to _________
Maximum per 3 hour course __________

2.

Does your state provide a fringe benefits package for Adjunct Instructors?
 Yes
 No
a) If so, please describe the fringe benefits package
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________

3. Do you charge a different tuition rate for distance education courses versus oncampus courses for in-state students?
 Yes
 No
a) If no, describe the difference.
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________
b) Is out-of-state tuition charged to nonresident community college students
enrolling via distance education?
 Yes
 No
c) If no, describe the tuition and/or fees structure used.
_______________________________________________________________
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_______________________________________________________________
_______________________________________________________________
4. Do distance education students generate the same FTE and state support as oncampus students?
 Yes
 No
a) If no, what is the difference?
_______________________________________________________________
_______________________________________________________________
_______________________________________________________________

5. What are the current and/or emerging policy issues around community college
finance in your state?
_____________________________________________________________________
_____________________________________________________________________
_____________________________________________________________________

6. Are there any significant changes being considered in how community colleges are
funded in your state?
 Yes
 No
If yes, please describe.
_____________________________________________________________________
_____________________________________________________________________
_____________________________________________________________________
__
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The Community College Policy Center at the Education Commission of the States
defines workforce development as “those educational programs, both credit and
noncredit, which are targeted at supporting individuals and businesses in the
attainment of specific job skills for entry-level positions, retraining as consequence of
worker dislocation or customized training for business and industry (ECS, 2000).
Please complete the following questions related to your state’s workforce
development funding:
7. Does your state appropriate workforce development funds to community colleges?
 Yes
 No
8. If yes, please list all state funding sources allocated to your state’s community
colleges:
_____________________________________________________________________
_____________________________________________________________________
_____________________________________________________________________
9. If yes, does your state employ a workforce development funding formula when
allocating the appropriation?
 Yes
 No
If yes, please describe:
_____________________________________________________________________
_____________________________________________________________________
_____________________________________________________________________
10. Other than state appropriations, please list all funding sources for your state’s
community college workforce development activities:
_____________________________________________________________________
_____________________________________________________________________
_____________________________________________________________________

Thank you for your time and effort in completing this survey.
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STATE:
Alabama

Arkansas

Delaware
Florida
Kentucky
Louisiana
Maryland
Mississippi

North Carolina
Oklahoma
Tennessee
Texas
Virginia

FINANCIAL OFFICER
Ms. Katherine Childree, Assistant
Director for Fiscal and Administrative
Services, Alabama Department of
Postsecondary Education
Dr. Stanley Williams, Senior Associate
Director of Institutional Finance,
Arkansas Department of Higher
Education
Mr. Jerry McNesby, Vice President for
Finance, Delaware Technical and
Community College
Mr. Ed Cisek, Florida Department of
Education
Dr. Wendell A. Followell, Kentucky
Community and Technical College
System
Mr. Joe Marin, Director of Budget and
Planning, Louisiana Community and
Technical College System
Mr. Geoffrey Newman, Director of
Finance Policy, Maryland Higher
Education Commission
Ms. Deborah Gilbert, Associate
Executive Director for Finance and
Administration, Mississippi State Board
for Community and Junior Colleges
Dr. Kennon D. Briggs, Vice President for
Business and Finance, North Carolina
Community College System
Ms. Sandy Cunningham, Fiscal Analyst,
Oklahoma State Regents for Higher
Education
Dr. Bob Adams, Vice Chancellor for
Business and Finance, Tennessee Board
of Regents
Mr. Jeff Treichel, Director of Finance
and Resource Planning, Texas Higher
Education Coordinating Board
Ms. Julie Christmas, Budget Manager,
Virginia Community College System
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